CC Ooc OF Aga 


te, ORY | 


VOLUME 11 NO. 16 MARCH 22, | 





RELEASES IN THIS ISSUE \llegal Corporate Payments and Prac- 
a tices, and Disclosure of the Involve- 
Securities Act - 5808A, 5816- ment of Management in Specified 


Types of Transactions [Comment 
Securities Exchange Act - 13291A, 13356- Period Expires April 11, 1977 - Fite 


No. $7-671] 





Public Utility Holding 

Company Act - 19930-19938 2011 
Investment Company Act - 9673-9680 2028 RULES 
Investment Advisers Act - 


Litigation - 7818-7828 

The following releases relate to self-regulatory 
This issue covers releases issued from 3/11/77 organization rule proposals and/or adoptions. 
- 3/17/77. 


This listing does not affect the legal status of 34-13357 34-13358 34-13361 3413363 
any document published in this issue. 34-13367 34-13368 34-13369 34-13370 
34-13371 3413375 3413377 3413378 
SEC DOCKET INDEX 34-13380 3413382 3413387 








VOLUME FOUND IN DOCKET DATED p COMPUTATION OF FILING FEE 
FOR SECURITIES REGISTERED BY 
Vol. V, No. 15 12/3/74 OPEN END MANAGEMENT COM- 
Vol. V, No. 16 12/10/74 PANIES [File No. S7-683 - Comment 
Vol. VI, No. 3 1/8/75 Period Expires April 20, 1977] 

Vol. VI, No. 15 4/22/75 
Vol. VI, No. 20 5/28/75 PROPOSED AMENDMENTS TO THE 
Vol. Vil, No. 8 7/22/75 RULE WHICH EXEMPT CERTAIN 
Vol. VIIl, No. 15 1/28/76 ACQUISITIONS OF SECURITIES 
Vol. IX, No. 11 5/18/76 FROM THE LAW ALLOWING AN 
Vol. X, No. 11 10/5/76 ISSUER TO RECOVER THE PROFITS 
Vol. XI, No. 9 2/8/77 MADE BY ITS_ INSIDERS ON 
SHORT-TERM SECURITIES TRANS- 
ACTIONS [File No. 684 - Comment 
SIGNIFICANT ITEMS Period Expires April 18, 1977] 

ANNOUNCEMENTS 
OPINIONS 
34-13362 Extension from April 1 to April 25, 


1977 of the Interpretations of Sec- 34-13359 BOSTON STOCK EXCHANGE - 
tions 240.17a-3, 240.17a-4 and 240. LUDLOW CORPORATION 


Where exchange applied for unlisted 
Extension of Comment Period on trading privileges in security listed 
Promotion of the Reliability of Fin- elsewhere, and considerable local 
ancial Information, Prevention of the interest existed in security, the ap- 


Concealment of Questionable or plicant provided appropriate medium 














SEC DOCKET/1987 





for trading it, competitive factors 
existed which could lead to transac- 
tions being executed on the ap- 
plicant rather than in the primary 
market, and no showing was made 
that such market,. which was_ fair 
and orderly, would cease to be such 
if unlisted trading. privileges were 


extended to applicant, he/d, applica- 
tion granted. 
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SECURITIES ACT OF 1933 
Release No. 5808A/March 14, 1977 





SECURITIES EXCHANGE ACT OF 1834 
Release No. 13291A/March 14, 1977 


Adoption of Beneficial 
quirements; Correction 


Ownership Disclosure Re- 


A correction should be made in FR Doc. /77/- 
6358 appearing at page 12342 in the Federal Register 
of March 3, 1977 (Release Nos. 33-5808, 34-13291, 
February 24, 1977). The amendments announced in 
this release fail to reflect the amendments to 
Schedule 14A under the Securities Exchange Act, 
§240.14a-101, which were adopted in Release Nos. 
34-13156, 35-19853, 1C-9604 and AS-206 (January 13, 
1977) (42 FR 4424). Therefore, the following cor- 
rections shouldbe made: 


(1) On page 12354, column 2, paragraph (f) of 
Item 5 of Schedule 14A should be changed to read 
as follows: 


“(f) If, to the knowledge of the persons on whose 
behalf the solicitation is made, a change in con- 
trol of the issue has occurred since the beginning 
of its last fiscal year, state the name of the person(s) 
who acquired such control, the amount and the 
source of the consideration used by such person or 
persons; the basis of the control, the date and a 
description of the transaction(s) which resulted in the 
change of control and the percentage of voting 
securities of the issuers now beneficially owned 
directly or indirectly by the person(s) who acquired 
control; and the identity of the person(s) from whom 
control was assumed. If the source of all or any 
part of the consideration used is a loan made in 
the ordinary course of business by a bank as 
defined by section 3(a)(6) of the Act, the identity 
of such bank shall be omitted provided a request fer 
confidentiality has been made pursuant to section 
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13(d)(1)(B) of the Act by the person(s) who acquired 
control. In lieu thereof, the material shall indicate 
that the identity of the bank has been so omitted 
and filed separately with the Commission. 


Instructions. 1. State the terms of any loans or 
pledges obtained by the new control group for the 
purpose of acquiring control, and the names of the 
lenders or pledgees. 


2. Any arrangements or understandings among mem- 
bers of both the former and new control groups 
and their associates with respect to election of 
directors or other matters should be described.”’ 


(2) On page 12354, column 2, paragraph (g) of 
Item 5 of Schedule 14A should be changed to 
read as follows: 


“(g) Describe any contractual arrangements, includ- 
ing any pledge of securities of the issuer, or any 
of its parents, known to the persons on whose 
behalf the solicitation is made, the operation of 
the terms of which may at a subsequent date 
result in a change in control of the issuer.”’ 


George A. Fitzsimmons 
Secretary 


March 14, 1977 





SECURITIES ACT OF 1933 
Release No. 5816/March 11, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9673/Marchb 11, 1977 


Withdrawal of No-Action Letters 


The Securities and Exchange Commission today 
announced that in view of the recent change in 
tax treatment of investment annuities and the result- 
ing disclosure problems, the Divisic. of Investment 
Management indicated on March 7, 197, chat it was 
withdrawing prospectively its previously issued no- 
action letters with respect to investment annuity 
contracts and the issuers of such contracts. 


Investment annuity contracts are contracts issued by 
life insurance companies in which benefits vary 
depending upon the investment performance of the 
assets held as reserves for contract liabilities. In 
an investment annuity the purchaser is permitted to 
direct the investment of the assets held in é@ 
segregated custodial account and, typically, can 











select investment media for his annuity contributions 
from a very broad list of acceptable assets. 


On many previous occasions the Division of Invest- 
ment Management has been asked to provide no- 
action assurance with respect to the offer and sale 
of investment annuity contracts without registration of 
such contracts under the Securities Act of 1933 
(“1933 Act’’) [15 U.S.C. 77a-1 et seq.], and without 
registration of the issuers of such contracts under the 
Investment Company Act of 1940 (‘1940 Act’’) 
[15 U.S.C. 80a-1 et seq.]. The Division of Investment 
Management had agreed not to recommend enforce- 
ment action if such contracts were offered and sold 
without registration under the 1933 and 1940 Acts, 
subject to certain conditions, and if the companies 
proceeded in reliance on opinions of counsel that 
such arrangements were not securities subject to 
registration and that the issuers of such contracts 
were not investment companies. 


In past letter rulings on the tax status of invest- 
ment annuities, the Internal Revenue Service ("IRS’’) 
held that an investment annuity contract was an 
annuity contract for tax purposes, and, accordingly, 
the assets in the purchaser’s custodial account were 
to be viewed as belonging to the insurance com- 
pany. Investment annuities were thus deemed con- 
tracts with reserves based on segregated asset ac- 
counts in a manner similar to variable annuities. 
The effect of this was that the purchaser and the 
insurance company pay no federal income taxes on 
the income, and, in some cases, on the short-term 
capital gains generated by the assets in the custodial 
account. The purchaser is taxed on the appreciation in 
his custodial account when he terminates his _in- 
vestment annuity contract, or, if he annuitizes, a 
portion of his annuity payments will be taxed. 


However, on October 20, 1976 [IR-1679], the IRS 
announced that it was reconsidering the income tax 
treatment of investment annuity accounts and similar 
contracts issued by life insurance companies. 


Due to the growing uncertainty as to the future tax 
status of investment annuities, the resulting fact 
that the nature of the investment could not properly 
be understood without appropriate new disclosure, 
and the probability that changes will be made in the 
structure of the product, on March 7, 1977 the Divi- 
sion of Investment Management withdrew its past no- 
action assurances to the issuers of investment 
annuity contracts. 


On March 9, 1977, the IRS issued a revenue ruling 
[Revenue Ruling 77-85, 1977-15 Internal Revenue Bul- 
letin] which reversed the tax treatment of investment 


annuity contracts sold after the date of the ruling. 
Under such ruling, the purchaser will be viewed as 
the owner of the assets in his custodial account due 
to his retained powers over such assets. Since the 
assets will be viewed as still belonging to the pur- 
chaser, the income and capital gains generated by 
such assets will be includable’ in his gross income 
for the year in which they are received by the 
custodian. However, the past favorable tax treatment 
will continue to apply to existing contractholders with 
respect to contributions made prior to the date of 
the ruling. Also, additional contributions on existing 
contracts issued in connection with qualified retire- 
ment or annuity plans will continue to get favorable 
tax treatment. 


In light of the above, particularly the need for sig- 
nificant new disclosure and the likelihood that sub- 
stantial changes will be made in the structure of 
investment annuities, the Division of Investment 
Management is unable to assure that it would not 
recommend enforcement action if investment annuity 
contracts are offered or sold or additional con- 
tributions are accepted on contracts issued in con- 
nection with non-tax-qualified plans after March 7, 
1977 without registration under the 
1933 and 1940 Acts. However, with respect to 
investment annuity contracts issued in connection 
with tax-qualified retirement or annuity plans, the 
Division will not recommend enforcement action if 
additional contributions are received on such con- 
tracts without registration under the 1933 and 1940 
Acts. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5817/March 15, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9677/March 15, 1977 


COMPUTATION OF FILING FEE FOR SECURITIES 
REGISTERED BY OPEN END MANAGEMENT COM- 
PANIES 


AGENCY: Securities and Exchange Commission. 


ACTION: Proposed rule. 


SEC DOCKET/1989 





SUMMARY: This proposed rule provides an optional 
method for calculation of registration fees by open- 
end investment companies registering additional 
shares. Open-end investment companies making a 
continuous offering of their shares may incur in- 
ordinately high registration fees depending on the 
extent to which sales of their shares are offset by 
redemptions and repurchases. The proposed rule 
would have the effct of requiring registration fees 
only for those shares being registered in excess of 
the number of shares redeemed or repurchased in the 
previous fiscal year. 


DATE: Comments must be received on or before: 
April 20, 1977. 


ADDRESS: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. Comment letters should refer to File 
No. S7-683. 


FOR FURTHER INFORMATION CONTACT: Anthony 
A. Vertuno, Division of Investment Management, 
Securities and Exchange Commission, Washington, 
D.C. 20549. (202) 755-1192. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today published for public 
comment a proposed Rule 24e-2 (17 CFR 270.24e-2) 
under the Investment Company Act of 1940 (15 
U.S.C. 80a-1 to 80a-52) (’’Act’’) which would per- 
mit open end investment companies registering ad- 
ditional securities pursuant to Section 24(e)(1) of the 
Act (15 U.S.C. 80a-24(e)(1)) to make an adjustment 
for the amount of certain securities previously 
redeemed or repurchased when calculating the fee 
required to be paid upon such registration. 


Section 24(e)(1) of the Act provides that registration 
statements under the Securities Act of 1933 (15 
U.S.C. 77a-77aa) (’'1933 Act'’) relating to securities of 
certain investment companies, including open-end 
management companies, may be amended after their 
effective dates so as to increase the securities 
specified therein as proposed to be offered, and 
further provides that a filing fee, calculated in the 
manner specified in Section 6(b) of the 1933 Act, 
be paid at the time of filing of the amendment.' 


Section 6(b) of the 1933 Act (15 U.S.C. 77(f)(b) 
provides for the payment of a fee equal to one- 
fiftieth of 1 per centum of the maximum aggregate 
offering price of the securities being registered.” 
Rule 457 under the 1933 Act (17 CFR 230.457) sets 
forth the method by which the registration fee re- 
quired by Section 6(b) of the 1933 Act is calculated 
in various situations in which the maximum aggregate 
offering price is based on fluctuating factors, such as 
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market price or underlying net asset values, or is 
otherwise uncertain at the time of filing because of 
the nature of the proposed offering. Because the 
securities of open-end management investment com- 
panies are offered at varying prices based upon 
fluctuating values of underlying assets, the registra- 
tion fee for both original registration statements and 
post-effective amendments is calculated, as provided 
by Rule 457(c) (17 CFR 230.457(c)), on the basis 
of the market value of the underlying assets as of a 
specified date within 15 days prior to the date of 
filing, in accordance with the method to be used in 
calculating the daily offering price. 


A large majority of open-end management companies 
offer their shares on a continuous basis, and almost 
all of those companies making such a continuous 
offering use the procedure permitted by Section 24(e) 
(1) of the Act to increase, from time to time, the 
number of registered shares being offered. Experience 
has shown, however, that open-end management 
companies experience a high turnover in their out- 
standing shares and that a substantial portion of 
the securities registered pursuant to Section 24(e)(1) 
of the Act are intended to replace securities recently 
redeemed or repurchased and may themselves be 
tendered for redemption or repurchase shortly after 
issuance. The Commission has consistently taken the 
view that, absent an available exemption, all securities 
offered or sold by an issuer are subject to the registra- 





"Section 24(e)(1) of the Act (17 U.S.C. 80a-24(e) 
(1)) provides: 


A registration statement under the Securities Act 
of 1933 relating to a security issued by a face-amount 
certificate company or a redeemable security issued by 
an open-end management company or a unit invest- 
ment trust may be amended after its effective date 
sO as to increase the securities specified therein as 
proposed to be offered. At the time of filing such 
amendment there shall be paid to the Commission 
a fee, calculated in the manner specified in Sec- 
tion 6(b) of said Act, with respect to the additional 
securities therein proposed to be offered. 


"Section 6(b) of the 1933 Act (15 U.S.C. 77f(b)) 
provides: 


At the time of filing a registration statement the 
applicant shall pay to the Commission a fee of one- 
fiftieth of 1 per centum of the maximum aggregate 
price at which such securities are proposed to be 
offered, but in no case shall such fee be less thar 
$100. 





tion requirements of the 1933 Act, notwithstanding 
the fact that such securities may have been redeemed 
or repurchased by the issuer subsequent to their 
earlier sale by the issuer pursuant to a registration 
statement. The registration fee required by Section 
24(e)(1) of the Act and Section 6(b) of the 1933 Act 
is thus calculated on the basis of the total amount 
of securities being registered regardless of whether the 
securities are replacing redeemed or repurchased 
securities. This method of caleulation may result in 
inordinately high registration costs for open-end man- 
agement companies and their shareholders and may 
unfairly burden the registration process for this type 
of issuer. 


To alleviate this situation, the Commission proposes 
to adopt, pursuant to Section 6(c) of the Act,° 
Rule 24e-2 (17 CFR 270.24e-2) under the Act. The 
proposed rule would permit open-end investment 
companies registering additional securities pursuant 
to Section 24(e)(1) of the Act to make an adjust- 
ment for the amount of securities redeemed or re- 
purchased during the previous fiscal year when 
calculating the fee required by that section. In effect, 
a filing fee would be required with respect to those 
securities being registered‘ pursuant to Section 
24(e)(1) of the Act only to the extent that they 
exceed the amount of securities redeemed or repur- 
chased in the previous fiscal year. However, even 
though more than one amendment registering ‘ad- 
ditional securities is filed by a registrant in a single 
fiscal year, the total adjustment for redeemed and 
repurchased securities which could be made with 
respect to all such amendments taken together would 
be limited to the total amount of securities redeemed 
or repurchased in the registrant’s previous fiscal year. 
Thus, under the proposed rule, any securities 
redeemed or repurchased may be the basis of an 
adjustment for the fee computation only in respect 
of securities registered by amendment in the fol- 
lowing fiscal year, and then only once during that 
year. The requirement of Section 6(b) of the 1933 
Act relating to a $100 minimum fee would be in- 
corporated in the proposed rule. 


Accordingly, it is proposed to amend 17 CFR, 
Chapter Il, by adding a new §8270.24e-2 to read 
as follows: 

§270.24e-2 Computation of fee. 

Where a registration statement under the Securities 
Act of 1933 relating to the securities of an open- 
end management company is amended pursuant to 
Section 24(e)(1) so as to increase the amount of 
securities proposed to be offered thereby, the fee to 
be paid at the time of filing of such amendment 


(a) shall be calculated in the manner specified in 
Section 6(b) of the Securities Act of 1933 except 


that, for the purpose of such calculation, the maxi- 
mum aggregate price at which the securities are 
proposed to be offered may be deemed to be the 
maximum aggregate offering price, as determined by 
Rule 457(c) under the Securities Act of 1933, of: 
(1) the amount of securities (number of shares or 
other units) being registered, less (2) the amount of 
securities (number of shares or other units) of the 
same class redeemed or repurchased by the issuer in 
its previous fiscal year provided that the total amount 
of securities used in this adjustment may not exceed, 
in any fiscal year in which such adjustments are 
made, the total amount of securities which were 
redeemed or repurchased by the issuer during its 
previous fiscal year; 


(b) shall in no case be less than $100. 


+ + * 


The Commission proposes Rule 24e-2 (17 CFR 
270.24e-2) pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (15 U.S.C. 80a-6(c)). 


All interested persons are invited to submit their 
views and comments on the foregoing proposal 
in triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549 on or before April 20, 1977. All such 
communications should refer to File No. S7-683 and 
will be available for public inspection. The text of 
proposed Rule 24e-2 (17 CFR 270.24e-2) is set forth 
above. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








3Section 6(c) 
provides: 


of the Act (15 U.S.C. 80a-6(c)) 


The Commission, by rules and regulations upon its 
own motion, or by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provision 
or provisions of this title or of any rule or regu- 
lation thereunder, if’ and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of this title. 
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SECURITIES EXCHANGE ACT OF 1934 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13291A/March 14, 1977 





SEE 


SECURITIES ACT OF 1933 
Release No. 5808A/March 14, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13356/March 11, 1977 


The Securities and Exchange Commission has issued 
a notice giving interested persons until April 4, 
1977 to request a hearing on an application filed 
by Gordon & Co. (Gordon’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 re- 
questing an exemption from the provisions of Sec- 
tion 15(d) of such Act. Gordon is a broker-dealer 
registered under Section 15 of the Act and is sub- 
ject to the reporting requirements of Section 17 of 
the Act, including, but not limited to the filing of 
monthly, quarterly and annual reports. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13357/March 11, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST STOCK EXCHANGE, INCOR- 
PORATED 


File No. SR-MSE-77-5 


The Midwest Stock Exchange, Incorporated (““MSE’’) 
submitted on March 7, 1977 a proposed rule change 
under Rule 19b-4 to remove the requirement that 
one of the sponsors of an applicant for membership 
be a member. 


Publication of the submission is expected to be made 
in the Federa/ Register during the week of March 14, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, inter- 
ested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
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Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D.C. 20549. Reference should be made to 
File No. SR-MSE-77-5. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities 
and Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal office 
of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13358/March 11, 1977 


In the Matter of 


Pacific Stock Exchange Incorporated 
618 South Spring Street 
Los Angeles, California 90014 


(SR-PSE 77-3) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 17, 1977, the Pacific Stock Exchange 
Incorporated (the “PSE”’) filed with the Commis- 
sion, pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
Act’), aS amended by Pub. L. No. 9429, 816 
(June 4, 1975), and Rule 19b-4 thereunder, copies 
of a proposed rule change. The proposed rule change 
would amend PSE Rule XIll to eliminate restric- 
tions contained therein on the ability of PSE mem- 
bers to effect agency transactions in PSE listed 
securities over-the-counter with third market makers 
and non-member block positioners. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule change 
was given by publication of a Commission Release 
(Securities Exchange Act Release No. 13221 (Janu- 
ary 28, 1977)) and by publication in the Federa/ 
Register (42 FR 7182 (February 7, 1977)). Interested 
persons were invited to submit written data, views 
and arguments concerning the submission by March 





9, 1977. The Commission has not received any com- 
ments concerning the proposed rule change. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to 
national securities exchanges, and in particular the 
requirements of Section 6 of the Act, the rules and 
regulations thereunder, and Rule 19c-1 under the Act. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13359/March 11, 1977 


Admin. Proc. File No. 3-4646 
In the Matter of the Application of the 
BOSTON STOCK EXCHANGE 


For Unlisted Trading Privileges in 
Stock of 


the Common 


LUDLOW CORPORATION 
(7-496) 


OPINION OF THE COMMISSION 
UNLISTED TRADING PRIVILEGES 


Where exchange applied for unlisted trading privileges 
in security listed elsewhere, and considerable local 
interest existed in security, the applicant provided 
appropriate medium for trading it, competitive factors 
existed which could lead to transactions being 
executed on the applicant rather than in the primary 
market, and no showing was made that such market, 
which was fair and orderly, would cease to be such 
if unlisted trading privileges were extended to ap- 
plicant, he/d, application granted. 


APPEARANCES: 


Arthur D. Mason, Ira H. Polon and Roslyn A. 
Mazer, of Dickstein, Shapiro & Morin, for the Boston 
Stock Exchange. 


Cyril V. Smith, Jr. and George B. Reid, Jr., 
of Covington & Burling, for Ludlow Corporation. 


Lee A. Pickard, Sheldon Rappaport and Theodore 
W. Urban, for the Commission’s Division of Market 
Regulation. 


This application for unlisting trading privileges was 
filed on April 23, 1974. Administrative Law Judge 
Edward B. Wagner filed his initial decision on May 6, 
1976. The record was certified to the Commission on 
August 9, 1976. Oral argument was waived. 


Ludlow Corporation appeals from the initial decision 
of an administrative law judge granting the ap- 
plication of the Boston Stock Exchange (’’BSE”) 
for .unlisted trading privileges in Ludlow’s common 
stock. Briefs were filed by the parties' and by our 
Division of Market Regulation.” 


Ludlow’s stock has been listed on the New York 
Stock Exchange (’‘NYSE”’) since 1965. It is neither 
listed nor traded on any other stock exchange. In 
order to grant the application before us, we must 
find that the requested extension of unlisted trading 
privileges meets the new standard which Congress 
added to the Securities Exchange Act in 1975 — 
that such extension is “consistent with the main- 
tenance of fair and orderly markets and the protection 
of investors.’ 


Ludlow, a Massachusetts corporation with its principal 
offices located near Boston, manufactures and sells 
home furnishings, manufactured housing, and paper 
and packaging products. The company has issued 
about 3.2 million shares of its common stock. About 
40% of its shareholders, who own about 31% of 
that stock, live in New England. During the three 
months immediately preceding March 31, 1974, BSE 
member firms executed 657 trades in Ludlow, com- 
prising 161,779 shares. But, of course, none of 
those trades could be executed on the BSE. 





'We granted Ludiow’s motion for intervention as a 
party in these proceedings. 


“The Division, which supports the BSE’s application, 
takes the position that it is not ‘‘the interested 
Division of the Commission’ within the meaning of 
Rule 9(a) of our Rules of Practice and is therefore 
not a ‘‘party’’ to these proceedings. 


3Section 12(f)(2) as amended. 
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The BSE has 156 member firms and 205 individual 
members. In addition, members of both the Phila- 
delphia and Montreal Stock Exchanges are associate 
members of the BSE and can execute orders thereon 
in stocks admitted to trading.’ 


Over 80% of the more than 900 issues traded on 
the BSE trade on an unlisted basis. In 1974, approxi- 
mately 89% of all shares traded were unlisted. And 
such unlisted trading accounted for 32% of the ex- 
change’s total operating revenues for the year. 
That figure increased to 45% during the first eight 
months of 1975. 


The BSE has about 40 specialists who handle ap- 
proximately 550 stocks, many of them unlisted but 
admitted to unlisted trading privileges.® The specialist, 
who is subject to certain capital requirements,® 
must make a market in each stock assigned to him. 
One side of that market must equal or exceed the 
current primary market quote. The other side must 
not exceed the primary market quote by more than 
% of a point.’ 


After the BSE is granted unlisted trading privileges in 
a stock, a notice to that effect is posted on the 
exchange floor giving interested parties an opportunity 
to apply for the specialist assignment. If there are 
no applicants, no specialist is appointed. The president 
of the BSE testified that he could not predict 
whether a specialist would be assigned to Ludlow if 
we grant the exchange’s application. 


If no specialist is assigned, and if a transaction is 
not pre-arranged or “‘crossed’’ within one firm, a 
BSE member can take an order .to the ‘‘crowd” 
on the exchange floor and, if a ‘‘match’’ is found, 
execute the order in the presence of a floor official.® 
The BSE requires that such officials approve the price 
in all transactions occurring without the aid of a 
specialist, including a ‘’pure cross’ situation in which 
a member represents both buyer and seller. 


IV 


As noted at the outset, Section 12(f)(2) of the 
Exchange Act as amended provides that we may not 
grant the BSE’s application unless we find that such 
approval is ‘‘consistent with the maintenance of fair 
and orderly markets and the protection of investors.”’ 


The administrative law judge found, and it is not 
disputed, that there is a considerable amount of 
local interest in Ludlow, and that, with or without 
the appointment of a specialist, the BSE will provide 
an appropriate medium for trading the stock since 
the exchange has the organization and capacity for 
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executing transactions in a fair and orderly manner. 


The law judge also found that trading in Ludlow 
shares on the NYSE has remained fair and orderly 
even though the issue is not particularly active,° 
and that certain competitive and other factors exist 
which could lead to transactions in Ludlow being 
executed on the BSE rather than the NYSE." 


Ludlow asserts, however, that this is not enough. 
It argues that ‘the plain meaning’ of the new stan- 
dards which Congress enacted in 1975 requires the 
applicant for unlisted trading privileges to demonstrate 
that an active trading market will- be established 
for the security it seeks to trade which, in this case, 
would necessitate a guarantee from the BSE that a 
specialist will be appointed for Ludlow. 


To support its reading of the statute, Ludlow relies 
chiefly on our prior decisions. But the most recent 
decision it cites is more than 30 years old."’ And, 
as the administrative law judge aptly stated: 





4BSE Constitution, {1551 et seq. 


*Specialists are active in about 52% of the issues 
admitted to unlisted trading privileges. 


®Specialists on the BSE must have cash or liquid 
assets equal to the greater of $50,000 or enough 
equity to carry at least 200 shares of each security 
assigned to them. 


7All trades in NYSE listed issues are reported on the 
consolidated tape within a matter of minutes, re- 
gardless of the market on which the trade is executed. 


®This procedure would most likely be followed by 
a sole member of the BSE, particularly if it main- 
tains a floor membership. 


°Trading volume on the NYSE in Ludlow stock 
was 773,300 shares during 1974, and 535,900 shares 
for the first six months of 1975. The average 
daily volume for 1974 was about 3,000 shares. 


"The law judge noted, among other things, that, 
unlike New York, Massachusetts does not have a 


State stock transfer tax, and that, for the first 
time, sole members of a regional exchange will 
have an economic incentive to trade Ludlow. He 
also pointed out that the BSE has a ‘primary 
market protection’’ system which permits specialists 
to guarantee that. members will automatically receive 
a price equal to the current market on either the 
primary market or the BSE, whichever is better. 


"Baltimore Stock Exchange, 12 S.E.C. 516 (1942). 





“[Tlo the extent these and other cases appear to 
require some concrete assurance that an adequate 
market will develop, it [is sufficient to note] that 
they were decided under different statutory 
standards and in a different regulatory climate."’ 


This Commission initially interpreted the statutory 
standards enacted in 1936" as requiring ‘a judgment 
on our part as to the likelihood of there being a 
sufficiency of public trading on the exchange” in the 
event that an application for unlisted trading privileges 
were granted.'? But, as our 1963 Special Study of 
Securities Markets pointed out, the original ‘strict 
interpretation . . gave way to very liberal con- 
struction’’ of those standards in the two decades 
immediately preceding the study, thereby fostering the 
growth of competition in the securities markets." 
In 1964, Congress liberalized the applicable standards 
in order to ‘‘clarify the Commission's authority to 
consider all factors pertinent to the public interest.’’” 
And, in enacting the present standards in 1975, 





"The original version of Section 12(f)(2) required 
that an exchange seeking unlisted trading privileges 
in a stock listed elsewhere “‘establish to the satis- 
faction of the Commission that there exists in the 
vicinity of such exchange sufficiently widespread pub- 
lic distribution of such security and sufficient public 
trading activity therein to render the extension of 
[such] privileges . necessary or appropriate in 
the public interest or for the protection of investors.”’ 
Act of May 27, 1936, Pub. L. No. 621, 81, 49 
Stat. 1375. 


"Edison Electric Illuminating Company of Boston, 
1 S.E.C. 909, 911-912 (1936). 


4H. Doc. No. 95, 88th Cong., ist Sess., Pt. 2, 
919. The Special Study concluded: ‘The Commis- 
sion’s Administration of Section 12(f)(2) of the Ex- 
change Act has allowed the regional exchanges sub- 
stantial freedom in selecting securities in which to 
establish dual or multiple markets. By helping to 
promote the multiple trading of the regional ex- 
changes, which ‘as become the mainstay of their 
existence, this policy has encouraged competition 
in the securities markets. The evidence points to 
the conclusion that the benefits of this competition 
outweigh any possible effects on the depth of the 
existing markets.” Id. at p. 951. 


8S. Rep. No. 379, 88th Cong., 1st Sess. 27 
(1963). The new statutory standards merely required 
this Commission to find ‘‘the extension of unlisted 
trading privileges . . necessary or appropriate in 
the public interest or for the protection of in- 
vestors.’” Act of August 20, 1964, Pub. L. No. 
88-467, 83, 78 Stat. 565. 


Congress noted with apparent approval that ‘‘under 
applicable law, if a security is listed on one exchange, 
any other exchange may initiate trading in that 
security merely by obtaining the SEC’s permission, 
which has generally been granted as a matter of 
course.’ 


The primary goal of the 1975 amendments to the 
Exchange Act was to establish a national market 
system for all securities. But, at the same time, 
Congress wished to maximize the interplay of com- 
petitive forces within that system. As the Senate 
report stated: 


“The bill approaches the problem of encouraging the 
development and implementation of a national market 
system from the point of view of preserving the 
competing markets for securities that have developed, 
[and] breaking down all barriers to competition that 
do not serve a valid regulatory purpose . 

In 1936, this Committee pointed out that a major 
responsibility of the SEC in the administration of the 
securities laws is to ‘create a fair field of com- 
petition.’ This responsibility continues today. The 
bill would more clearly identify this responsibility 
and clarify and strengthen the SEC’s authority to 
carry it out. The objective would be to enhance 
competition and to allow economic forces, interacting 
within a fair regulatory field, to arrive at appropriate 
variations in practices and services.’’”” 


It is abundantly clear that, when it enacted the 
“fair and orderly markets’’ standard in 1975, Con- 
gress did not intend to erect new barriers to the 
granting of unlisted trading privileges.'® Rather, it 
appears that the governing standards were simply 
recast to reflect the Act’s new focus on the develop- 
ment of a national market system. And Congress 





"6S. Rep. No. 94-75, 94th Cong., 1st Sess. 
19 (1975). 


18- 


"Id. at p. 8. 


'8In fact, the 1975 amendments authorize this Com- 
mission, under certain circumstances, to extend un- 
listed trading privileges to securities which are not 
listed on any exchange if such securities are 
registered under Section 12 of the Exchange Act or 
exempt from registration under certain subsections 
thereof. The entire procedure for exchange trading 
of unlisted securities not listed on another exchange 
had been dropped when the Act was amended in 
1964. 
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wanted to foster competition within that system, 
not to deter it.'"* Thus we cannot accept Ludlow’s 
reading of the statutory requirements. 


Ludlow asserts that, because of low trading volume, 
its stock is unlikely to attract a BSE specialist and 
that, without a specialist, BSE trading in Ludlow, 
if any, would be ‘sporadic at best.’’ Yet it argues 
that the law judge failed to give adequate weight 
to the adverse effect on the NYSE primary market 
of “the potential diversion of trading’ if, ‘contrary 
to the [BSE’s] proof,’’ the BSE establishes a trading 
market in Ludlow. 


We cannot agree. No showing has been made that 
there would be any impairment of the primary market 
for Ludlow if the BSE’s application is granted, 
much less that the NYSE market would cease to be 
“fair and orderly.’’ Ludlow’s expert witness testified 
that, if no BSE specialist is appointed, there will 
be no diversion of trading from the NYSE. And 
while he thought that, if any Ludlow volume were 
diverted, it could have an adverse effect on the 
primary market, he was unable to cite a single in- 
stance where any disruption had occured when 
another exchange began trading a stock listed on the 
NYSE.” 


It is impossible to predict at this time the impact 
that unlisted trading on the BSE may have on the 
primary market for Ludlow stock. Hence we see no 
present reason to deny the BSE’s request for un- 
listed trading privileges. Should an adverse impact 
on the primary market manifest itself in time to come, 
Ludlow can ask us to re-examine the situation 
under Section 12(f)(4) of the Exchange Act. That 
section empowers us to terminate unlisted trading 
privileges for a security, or suspend them for 12 
months, if we find ‘such termination or suspen- 
sion . . necessary or appropriate in the public 
interest or for the protection of investors.’ 


Finally, Ludlow argues that granting the BSE’s ap- 
plication will injure investors, since prearranged block 
trades of institutions executed on the BSE will 
circumvent NYSE requirements giving priority to 
public limit orders on the specialist's book. 


Congress was concerned with the limit order problem. 
But it did not choose to solve that problem by 
calling a halt to the grant of unlisted trading 
privileges. Rather, it proposed ‘’a set of trading rules 
and procedures . . which will tie the individual 
market centers together.’’*' Thus, in adopting Rule 
19c-1 under the Exchange Act which requires ex- 
changes to abrogate almost all restrictions on mem- 
bers’ off-board agency transactions, we stated: 
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[T]he answer to the problem of providing adequate 
protection for public limit orders is not to maintain 
existing rules which perforce provide only imperfect 
protection and have certain undesirable  anti- 
competitive effects, but rather to use the advanced 
technology now available to’ provide for a com- 
puterized central limit order repository, or composite 
book.’ 


Hence we are not disposed to rebuild in another 
context anticompetitive barriers similar to those we 
have so recently removed. 


We conclude, as did the administrative law judge, 
that granting the BSE’s application is consistent with 
the maintenance of fair and orderly markets and the 
protection of investors. 


An appropriate order will issue. 


By the Commission (Chairman HILLS and Com- 
missioners LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 








"We note that Congress used language almost iden- 
tical to that of Section 12(f)(2). in Section 11A 
(a)(1)(C)(ii) of the Act where it stated: 


“The Congress finds that . . . [i]t is in the public 
interest and appropriate for the protection of in- 
vestors and the maintenance of fair and orderly 
markets to assure fair competition 
among exchange markets... .”’ 


In fact, as noted in the Special Study, there is 
a possibility that multiple trading of a security may 
increase its trading volume on the primary market. 
H. Doc. No. 95, 88th Cong., 1st Sess., Pt. 2, 941. 


21S. Rep. No. 94-75, 94th Cong., 1st Sess. 17 (1975). 


2Securities Exchange Act Release No. 11942 (Dec- 
ember 19, 1975), 8 SEC Docket 756, 774. In a 
similar vein, we instituted proceedings, pursuant to 
Section 19(b)(2) of the Act, to determine whether 
the NYSE’s proposed ‘’Public Limit Order Protection 
Rule’ should be disapproved in light of its anti- 
competitive effects. Securities Exchange Act Release 
No. 12249 (March 23, 1976), 9 SEC Docket 255. 
The NYSE subsequently withdrew the proposed 
rule. 





UNITED STATES OF AMERICA 
before the 
SECURITIES AND EXCHANGE COMMISSION 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13359/March 11, 1977 


Admin. Proc. File No. 3-4646 
In the Matter of the Application of the 
BOSTON STOCK EXCHANGE 


For Unlisted Trading Privileges in the Common 


Stock of 


LUDLOW CORPORATION 
(7-4596) 


ORDER GRANTING APPLICATION FOR UNLISTED 
TRADING PRIVILEGES 


On the basis of the Commission's opinion issued this 
day, it is 


ORDERED that the application of the Boston Stock 
Exchange for unlisted trading privileges in the 
common stock of Ludlow Corporation be, and it 
hereby is, granted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13360/March 11, 1977 


Administrative Proceeding File No. 3-5106 
In the Matter of 


JEFFREY M. GREENBERG 
RICHARD E. SHORES 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the Sec- 
urities Exchange Act, Jeffrey M. Greenberg (‘’Green- 
berg’), former owner of Contemporary Securities 
Corporation and Richard E. Shores (‘’Shores’’), for- 


merly a registered representative with Gary L. Jones 
& Associates, at one time a Salt Lake City regis- 
tered broker-dealer, failed to answer the Order that 
instituted these proceedings and are therefore in 
default." 


On the basis of that Order, it is found that: 


1. Shores wilfully violated Section 17(a) of the Sec- 
urities Act and Section 10(b) of the Securities Ex- 
change Act of 1934, as amended (‘Exchange Act’’) 
and Rule 10b-5 thereunder. 


2. Greenberg wilfully aided and abetted Contem- 
porary Securities Corporation in the violation of 
Section 15(b) of the Exchange Act and Rule 15b-3 
thereunder. 


3. Greenberg wilfully aided and abetted Contem- 
porary Securities Corporation in the violation of Sec- 
tion 17(a) of the Exchange Act and Rule 17a-5 
thereunder. 


4. Greenberg failed reasonably to supervise with a 
view to preventing violations of the Securities Act 
and the Exchange Act and the rules and regu- 
lations thereunder, other persons under his supervision 
who committed violations as provided by Section 
15(b)(5)(E) of the Exchange Act. 


In view of the foregoing, it is in the public in- 
terest to bar Greenberg and Shores from association 
with any broker-dealer. Accordingly, IT |S ORDERED 
that Jeffrey M. Greenberg and Richard E. Shores be, 
and they hereby are, barred from being associated 
with any broker or dealer. 


For the Commission by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13361/March 11, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 





'Rule 7(e) of the Commission’s Rules of Practice 
provides that the allegations in the Order may be 
deemed true as to a defaulting respondent. 
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File No. SR-PHLX-77-1 


The Philadelphia Stock Exchange, Inc. (the ‘‘PHLX’’) 
submitted on March 4, 1977 a proposed rule change 
under Rule 19b-4 to exclude securities admitted to 
unlisted trading privileges on the PHLX pursuant to 
Section 12(f)(1)(C) of the Act from the require- 
ments of Section 18-9 of its By-Laws and Rule 
132 (off-board trading restrictions) and to amend the 
title to Rules 225 and 226 (trading rules for odd lots 
and for round lots, respectively) to include securities 
so admitted to trading. The PHLX has not com- 
pleted all necessary action for the adoption of the 
proposed amendments to By-Law 18-9. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 
14, 1977. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 


change Commission, 500 North Capitol Street, Wash- 
ington, D.C. 20549. Reference should be made to 


file No. SR-PHLX-77-1. 


Copies of the submission and of all written com- 
ments will be available for inspection at the Sec- 
urities and Exchange Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13362/March 14, 1977 


Brokers and Dealers Effecting Transactions in Munici- 
pal Securities 


AGENCY: Securities and Exchange Commission 
ACTION: Rule Interpretation. 
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SUMMARY: This release extends from April 1 to 
April 25, 1977 the interpretations of sections 240. 
17a-3, 240.17a-4 and 240.17a-11 previously announced 
by the Commission. These interpretations are intended 
to provide interim recordkeeping and preservation 
requirements for brokers and dealers effecting trans- 
actions solely in municipal securities until the 
Municipal Securities Rulemaking Board’s Rules G-8, 
G-9 and G-10 become effective on April 25, 1977. 


DATES: Effective Date: April 1, 1977. 


FOR FURTHER INFORMATION CONTACT: Daniel J. 
Piliero ll, Associate Director, Division of Market 
Regulation Securities and Exchange Commission, 
Washington, D.C. 20549. (202-755-1390). 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced the ex- 
tension until April 25, 1977 of certain interpretations 
of sections 240.17a-3, 240.17a-4 and 240.17a-11 
pertaining to the recordkeeping and preservation 
requirements of brokers and dealers effecting trans- 
actions solely in municipal securities, announced in 
Securities Exchange Act Release No. 13108 (Decem- 
ber 23, 1976) (42 FR 759 (January 4, 1977)).' 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13363/March 14, 1977 


In the Matter of the 

Municipal Securities Rulemaking Board 
Suite 507 

1150 Connecticut Avenue, N.W. 
Washington, D.C. 20006 

(SR-MSRB-76-4) 


ORDER DELAYING EFFECTIVE DATE OF PROPOSED 
RULE CHANGE 





'The effective date of Rules 17a-3(e) and 17a-4(h) 
need not be altered as a result of this action. 
These provisions merely establish an_ alternative 
method of compliance (i.e. G-8, G-9 and G-10) 
which does not become effective until April 25, 1977. 





Pursuant to Section 19(b) of the Securities Ex- 
change Act of 1934, as amended, (the ‘Act’’), 
the Commission issued an order approving, effective 
April 1, 1977, a proposed rule change filed by the 
Municipal Securities Rulemaking Board (the ‘’Board’’) 
establishing recordkeeping and preservation require- 
ments for municipal securities brokers and municipal 
securities dealers. Securities Exchange Act Release 
No. 13296 (February 24, 1977)(42 FR 12282)(March 3, 
1977), supplemented by Securities Exchange Act 
Release No. 13296A (March 2, 1977). 


The Board requested that the effective date of these 
rules be delayed to April 25, 1977 in order to insure 
an appropriate period for implementation by affected 
registrants. The Commission has determined to delay 
the effective date in accordance with the Board’s 
request. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b) of the Act that the effective date of the 
Board's proposed rule change approved by the Com- 
mission on February 24, 1977 be, and it hereby is, 
delayed from April 1, 1977 to April 25, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13364/March 14, 1977 


The Securities and Exchange Commission has issued 
notices giving interested persons until March 31 
to request a hearing on applications of the following 
companies to withdraw their common stock from 
listing and registration on the American Stock Ex- 
change, Inc. — Bundy corp.; and Shearson Hayden 
Stone Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13365/March 14, 1977 


The Securities and Exchange Commission has issued 
orders granting the applications of the following stock 
exchanges to strike the common stock of the fol- 


lowing companies from listing and registration there- 
on: 


New York Stock Exchange, Inc. 
Products Corp. 


— Morse Electro 


Pacific Stock Exchange, Inc. — Servisco. 


American Stock Exchange, Inc. 
roleum Co. 


— Westates Pet- 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13366/March 14, 1977 


Administrative Proceeding File No. 3-5168 

In the Matter of 

Fort Worth Steel & Machinery Company 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until April 4, 
1977 to request a hearing on an application by 
Fort Worth Steel & Machinery Company, (the ‘’Ap- 
plicant’’), pursuant to Section 12(h) of the Sec- 
urities Exchange Act of 1934 for an order exempting 
the Applicant from filing an Annual Report on 
Form 10-K for the fiscal year ending December 31, 
1976, and from the reporting requirements of Sec- 
tions 13 and 15(d) of that Act. 


On October 19, 1976 and thereafter, Houdaille In- 
dustries, Inc. made an offer to purchase all out- 
standing shares of Applicant’s common stock. As 
a result of the merger, the applicant became a 
majority-owned subsidiary of Houdaille. There is no 
longer any significant trading activity in Applicant's 
securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13367/March 14, 1977 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE NEW ENGLAND SEC- 
URITIES DEPOSITORY TRUST COMPANY (File No. 
SR-NESDTCO-77-2) 


The New England Securities Depository Trust Com- 
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pany submitted, on March 2, 1977, a rule change 
pursuant to Section 19(b)(3)(A) and Rule 19b-4 
thereunder, increasing certain fees. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3) of the Securities Ex- 
change Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the 
Commission may summarily abrogate the rule change 
if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in further- 
ance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be 
made in the Federa/ Register during the week of 
March 14, 1977. Interested persons are invited to 
submit written data, views and arguments concerning 
the submission within twenty-one days from the 
date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NESDTCO-77-2. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13368/March 14, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY 


Chicago Board Options Exchange, Inc. 

File No. SR-CBOE-77-3 

The Chicago Board Options Exchange, Inc. submitted 
on February 25, 1977 a proposed rule change under 


Rule 19b-4 to interpret an existing rule to mean 
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that a Board Broker may accept orders not only 
from a member but from a member’s clerks, runners 
or other persons associated with a member as long 
as the order is not one which improves an existing 
bid or offer. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A)iii of the Securities 
Exchange Act of 1934. At any time within sixty 
days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or 
otherwise in furtherance of the purpose of the Sec- 
urities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federa/ Register during the week of March 7, 
1977. In order to assist the Commission to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publica- 
tion in the Federal Register. Persons desiring to 
make written submissions should file six copies thereof 
with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-CBOE-77-3. 


Copies of the submission and of all written com- 
ments will be available for inspection at the Sec- 
urities and Exchange Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13369/March 14, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST STOCK EXCHANGE, INCOR- 
PORATED 

File No. SR-MSE-77-2 


The Midwest Stock Exchange, Incorporated submitted 





on February 24, 1977, a proposed rule change pur- 
suant to Rule 19b-4 of the Securities Exchange 
Act of 1934 to permit strike price intervals of 2 % 
points for option series between $10 and $20 and 
strike price intervals of 5 points for option series 
between $50 and $100. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 14, 
1977. In order to assist the Commission in deter- 
mining whether to approve the proposed rule change 
or to institute proceedings to determine whether the 
proposed rule change should be disapproved. _ In- 
terested persons are invited to submit written data, 
views and arguments concerning the submission with- 
in 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D.C. 20549. Reference should be made to 
file No. SR-MSE-77-2. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A.Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13370/March 14, 1977 


In the Matter of 

Pacific Stock Exchange Incorporated 
618 South Spring Street 

Los Angeles, California 90014 
(SR-PSE-77-4) 


ORDER APPROVING PROPOSED RULE CHANGE 


On January 19, 1977, the Pacific Stock Exchange 
Incorporated (‘PSE’) filed with the Commission, pur- 
suant to Section 19(b) of the Securities Exchange Act 
of 1934 (the ‘Act’’), as amended by the Securities 
Acts Amendments of 1975, and Rule 19b-4 there- 
under, copies of a proposed rule change which 


amends Section 1 of PSE Rule VI by adding the 
words, ‘‘and the same unit of trading’ to the defini- 
tion of the term, ‘’Series of Options.” 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release (Securi- 
ties Exchange Act Release No. 13231, February 1, 
1977) and by publication in the Federa/ Register (42 
Fed. Reg. 8247, February 9, 1977). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to 
national securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regula- 
tions thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13371/March 14, 1977 


In the Matter of 


New York Stock Exchange, Inc. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-77-2) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 19, 1977, the New York Stock Exchange, 
Inc. (the ““NYSE”) filed with the Commission, pur- 
suant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘’Act’’), as amended by the Securities 
Acts Amendments of 1975, and Rule 19b-4 there- 
under, copies of a proposed rule change. The NYSE 
proposed to define the meaning of ‘‘security’’ or 
“securities” in the same manner they are defined 
under the Act. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change 
was given by publication in Securities Exchange Act 
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Release No. 13219 (Jan. 28, 1977) and by publication 
in the Federal Register (42 FR 7182 (Feb. 7, 1977)). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change be, and it hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1974 
Release No. 13372/March 14, 1977 


Administrative Proceeding File No. 3-5104 
In the Matter of 


J. KENT KINNIBURGH 
3640 Valley Road 
Casper, Wyoming 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securi- 
ties Exchange Act of 1934,* J. Kent Kinniburgh of 
Casper, Wyoming, has submitted an offer of settle- 
ment, without admitting or denying the allegations in 
the Order for Public Proceedings, which the Com- 
mission has determined to accept. 


In his offer of settlement, Kinniburgh waives, among 
other things, the provisions of Section 15(b) of the 
Securities Exchange Act of 1934 which require find- 
ings of willful violations. 


On the basis of the Order for Public Proceedings 
and the offer of settlement, it is found that Kinniburgh 
violated Sections 5 and 17(a) of the Securities Act of 
1933, as amended, and Section 10(b) of the Securities 
Exchange Act of 1934, as amended, and Rule 10b-5 
thereunder. It is further found that Kinniburgh failed 
to reasonably supervise, with a view to preventing 
violations of the federal securities laws, a registered 
representative who was subject to Kinniburgh’s super- 
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vision and who committed such violations. ' 


The Commission further finds that it is in the public 
interest to impose the sanctions specified in the offer 
of settlement. 


Accordingly, IT |S ORDERED that, 


J. Kent Kinniburgh be, and hereby is, suspended 
from association with any broker-dealer for a period of 
ninety (90) days effective on the date of this order; 
and thereafter be barred from association with any 
broker-dealer in a supervisory capacity; provided how- 
ever, that after a period of eighteen (18) months 
from the expiration of the above 90-day suspension, 
Kinniburgh may make application to this Commission 
to become associated with a broker-dealer in a super- 
visory capacity. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13373/March 14, 1977 


Administrative Proceeding 
File No. 3-5054 


In the Matter of 


DARSHALL, INC. 
160 Quinapoxet Lane 
Worcester, Massachusetts 01606 


WILLIAM L. DICKEY 
78 North Broadway 
Salem, New Hampshire 03079 


FINDINGS AND ORDER 


IMPOSING REMEDIAL 
SANCTIONS 





“In the Matter of Institutional Securities of Colorado, 
et al, instituted October 14, 1976. 


'The findings contained herein are not binding on any 
other respondent named in these proceedings. 


The sanctions imposed hereinafter against Kinniburgh 


are based upon violations without any finding by this 
Commission as to wilfulness. 





In this broker-dealer proceeding under the Securities 
Exchange Act of 1934 ("Exchange Act’’), Darshall, 
Inc. (Darshall’’) and William of 1934 (’’Exchange 
Act’”’),' Darshall, Inc. (‘’Darshall’’) and William L. 
Dickey (‘Dickey’’) have submitted offers of. settle- 
ment, without admitting or denying the allegations 
contained in the Order of Proceedings, which the 
Commission has determined to accept. 


On the basis of the Order for Proceedings and the 
offers of settlement, it is found that: 


(1) Darshall wilfully violated and Dickey wilfully aided 
and abetted violations of Section 15(c)(3) of the Ex- 
change Act and Rule 15c3-1 thereunder; 


(2) Darshall wilfully violated and Dickey wilfully aided 
and abetted violations of Section 17(a) of the Ex- 
change Act and Rules 17a-5 and 17a-11 thereunder; 
and 


(3) Darshall wilfully violated and Dickey wilfully aided 
and abetted violations of Section 15(b) of the Ex- 
change Act and Rule 15b3-1 thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of settle- 
ment. 


Accordingly, IT |S ORDERED that: 


(1) The registration as a broker and dealer of Darshall, 
Inc. be, and hereby is, revoked and 


(2) William L. Dickey be, and he hereby is, barred 
from association with any broker-dealer, provided that 
after one year he may apply to become reassociated 
in a non-supervisory capacity upon a showing that 
he will be properly supervised. 


Such sanctions effective at the opening of business 
of the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13374/March 14, 1977 


Administrative Proceedings 
File No. 3-5170 


In the Matter of 


FRANK J. DUFFY 
1144 El Camino Drive 
Costa Mesa, California 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings pursuant to the Securities Ex- 
change Act of 1934 (‘Exchange Act’’)' Respondent 
Frank J. Duffy (Duffy’’) has submitted an offer of 
settlement which the Commission has determined to 
accept. Solely for the purpose of settling these pro- 
ceedings and without admitting or denying the find- 
ings herein,. Duffy consents to the findings and 
sanctions set forth below. 


On the basis.of the Order for Proceedings and the 
Offer of Settlement it is found that Duffy willfully 
violated Section 17(a) of the Securities Act of 1933 
and Section 10(b) of the Exchange Act and Rule 
10b-5 [17 C.F.R. 240.10b-5] thereunder. 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT |S ORDERED, effective at the opening 
of business on the second Monday after the date of 
this Order, that Duffy be suspended from association 
with any broker-dealer, investment adviser, investment 
company or municipal securities dealer for a period of 
three months and that for a period of one year 
thereafter his activities while so associated be limited 
to acting as a supervised employee in a non-supervisory 
Capacity. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








‘In the Matter of Darshall, Inc., et. al., instituted 
July 23, 1976. 


"In the Matter of Omega Financial Group, Inc. et. al., 
instituted February 22, 1977. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13375/March 15, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY (File 
No. SR-DTC-77-3) 


The Depository Trust Company submitted a proposed 
rule change, on March 7, 1977, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934, to 
eliminate interface fees between certain depositories. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 
21, 1977. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol 
Street, Washington, D. C. 20549. Reference should be 
made to File No. SR-DTC-77-3. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D. C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13376/March 15, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 9:00 a.m. (EST) on 
March 15, 1977 and terminating at midnight (EST) on 
March 24, 1977 of the securities of Fay’s Drug Com- 
pany, Incorporated, a New York corporation with 
principal executive offices located at 7245 Henry Clay 
Boulevard, Liverpool, New York 13088; Lawrys Foods, 
Inc., a California corporation with principal executive 
offices located at 568 San Fernando Road, Los 
Angeles, California 90065; Olympia Brewing Co., a 
Washington corporation with principal executive of- 
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fices located at Tumwater, Washington; and Stange 
Company, a Delaware corporation with principal 
executive offices located at 342 North Western Ave- 
nue, Chicago, Illinois 60612. 


The Commission suspended trading in all securities 
of the above named issuers because of the recent 
unusual and unexplained activity in the securities of 
those issuers. The Commission has been informed that 
there is currently no information available which would 
indicate that the unexplained activity is the result of 
any internal corporate developments in any of the 
companies involved. The Commission has noted, 
however, that at least one registered broker-dealer 
has encountered financial problems as a result of 
transactions in certain of the securities. Every effort 
will be made to allow trading to resume prior to the 
expiration date. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension no quotation may be entered unless and until 
they have strictly complied with all of the provisions 
of said rule. If any broker or dealer has any questions 
as to whether or not he has complied with said 
rule, he should not enter any quotation but immedi- 
ately contact the staff of the Division of Enforcement 
in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has 
familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13377/March 16, 1977 


In the Matter of 

MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 

Chicago, Illinois 60603 


(File No. SR-MSTC-76-4) 


ORDER APPROVING RULE CHANGE SUBMITTED 





BY THE MIDWEST SECURITIES TRUST COMPANY 
RELATING TO ITS INTERFACE WITH THE DEPOSI- 
TORY TRUST COMPANY 


On January 3, 1977, the Midwest Securities Trust 
Company (‘MSTC”) submitted, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 
(the ‘‘Act’’), a proposed rule change which would 
expand its interface with The Depository Trust Com- 
pany. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register (42 F.R. 8035, 
February 8, 1977), and the public was invited to com- 
ment thereon. Notice of the filing and an invitation 
for comments also appeared in Securities Exchange 
Act Release No. 34-13218, January 28, 1977. No 
letters of comment were received. 


In a letter dated March 15, 1977, which was in- 
corporated in the proposed rule change and included 
in the public file, MSTC made a representation in 
connection with the submission. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the require- 
ments of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed MSTC rule 
change contained in File No. SR-MSTC-76-4 be, and 
hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13378/March 16, 1977 


In the Matter of 

THE MIDWEST CLEARING CORPORATION and 
THE MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 

Chicago, Illinois 60603 

(File Nos. SR-MCC-76-5 and SR-MSTC-76-14) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE MIDWEST CLEARING CORPORATION AND 


THE MIDWEST SECURITIES TRUST COMPANY TO 
ESTABLISH, AND SET FEES FOR, PLEDGE LOAN 
PROGRAM 


On December 28, 1976, the Midwest Clearing Cor- 
poration and the Midwest Securities Trust Company 
submitted, pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934 (the ‘’Act’’), a proposed rule 
change, which would establish, and set fees for, a 
Pledge Loan Program. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register (42 F.R. 6865, 
February 4, 1977), and the public was invited to com- 
ment thereon. Notice of the filing and an invitation 
for comments also appeared in Securities Exchange 
Act Release No. 34-13216, January 28, 1977. No 
letters of comment were received. 


In a letter dated March 15, 1977, which was in- 
corporated in the proposed rule change and included 
in the public file, MCC and MSTC made a representa- 
tion in connection with the submission. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the require- 
ments of the Act and the rules and regulations there- 
under applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-MCC-76-5 and SR-MSTC- 
76-14 be, and hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13379/March 16, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 ("Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 9:00 a.m. (EST) on 
March 16, 1977 and terminating at midnight (EST) on 
March 25, 1977 of the securities of Europa Group, Inc. 
(‘Europa’) a Delaware corporation with principal ex- 
ecutive offices located at 215 A Street, Boston, 
Massachusetts. 


The Commission ordered the trading suspension at 
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the request of Europa because of recent adverse 
developments affecting the financial condition of the 
company and the lack of adequate and accurate 
financial information. Europa has ceased doing busi- 
ness and is currently in default on outstanding loans 
and accounts payable. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact, pursuant to Rule 15c2-11 under the Ex- 
change Act, at the termination of the trading sus- 
pension no quotation may be entered unless and until 
they have strictly complied with all of the provisions 
of said rule. If any broker or dealer has any questions 
as to whether or not he has complied with said 
rule, he should not enter any quotation but immedi- 
ately contact the staff of the Division of Enforcement 
in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question untit such time as he has 
familiarized hirnselt with said rule and is certain that 
all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the teed 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13380/March 16, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-77-7 


The New York Stock Exchange, Inc. (‘’NYSE’’) sub- 
mitted on March 11, 1977 a proposed rule change 
under Rule 19b-4 to amend in certain respects fidelity 
bonding requirements for members and member or- 
ganizations. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 21, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, inter- 
ested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
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Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D.C. 20549. Reference should be made to File 
No. SR-NYSE-77-7. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13381/March 16, 1977 
[S7-671—Comment Period expires April 11, 1977] 
PROMOTION OF THE RELIABILITY OF FINANCIAL 
INFORMATION, PREVENTION OF THE CONCEAL- 
MENT OF QUESTIONABLE OR ILLEGAL CORPORATE 
PAYMENTS AND PRACTICES, AND DISCLOSURE 


OF THE INVOLVEMENT OF MANAGEMENT IN 
SPECIFIED TYPES OF TRANSACTIONS. 


Notice of Extension of Comment Period 


The Securities and Exchange Commission has an- 
nounced that it has extended by 30 days, until 
April 11, 1977, the deadline for receipt of public 
comment on the rulemaking proposals announced in 
Securities Exchange Act Release No. 13185 (Jan. 19, 
1977), 42 FR 4854 (Jan. 26, 1977). These proposals, 
the basis and purpose of which are described in detail 
in Release No. 13185, would require each issuer 
registered pursuant to Section 12 of the Securities 
Exchange Act, or required to file periodic reports 
pursuant to Section 15(d), to 


(1) maintain books and records accurately reflecting 
the transactions and dispositions of assets of the 
issuer; and 


(2) maintain an adequate system of internal account- 
ing controls designed to provide reasonable assurance 
that four specified objects are satisfied. 


Further, the Commission, in order to protect the 





reliability of financial information required to be filed 
pursuant to the federal securities laws and to protect 
the integrity of the independent audit of issuer finan- 
cial statements required under existing Commission 
rules, has proposed to: 


(1) prohibit the falsification of an issuer’s accounting 
records; and 


(2) prohibit the officers, directors, or stockholders of 
an issuer from making false, misleading or incomplete 
statements to an accountant engaged in an examina- 
tion of the issuer. 


In addition, because of the unique significance of 
questionable or illegal conduct in the evaluation of the 
competence and integrity of corporate management, 
the proposals would also require disclosure, in con- 
nection with any proxy solicitation or information 
statement pursuant to Regulation 14A under the 
Securities Exchange Act, of the facts pertaining to the 
involvement of any officer or director in such cor- 
porate payments, and of any corporate policy con- 
cerning such matters. 


All interested persons are invited to submit their 
views and comments, in triplicate, on the foregoing 
proposals to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D. C. 20549 on or before the close of business 
April 11, 1977. All such communications should refer 
to File S7-671 and will be available for public inspec- 
tion and copying at the Commission’s Public Refer- 
ence Room, 1100 L Street, N. W., Washington, D. C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13382/March 17, 1977 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE MIDWEST SECURITIES 
TRUST COMPANY (File No. SR-MSTC-77-2) 


The Midwest Securities Trust Company (““MSTC’’) 
submitted, on March 14, 1977, a rule change pursuant 
to Section 19(b)(3) of the Securities Exchange Act of 
1934 and Rule 19b-4 thereunder. The rule change 
amends Article |], Section 1, of the MSTC By-Laws 
by rescheduling the date of the annual shareholders 
meeting from January to May. 


The foregoing rule change has become effective pur- 


suant to Section 19(b)(3) of the Securities Exchange 
Act of 1934. At any time within sixty days of the filing 
of such proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 21, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication 
in the Federal Register. Persons desiring to make writ- 
ten submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made 
to File No. SR-MSTC-77-2. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D. C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13383/March 17, 1977 


The Securities and Exchange Commission has issued 
orders pursuant to Section 12(d) of the Securities 
Exchange Act of 1934 granting the applications of the 
following companies to list the specified securities on 
the following stock exchanges: 


American Stock Exchange, Inc. — Executive Indus- 
tries Inc. (common stock, $1.25 par value) (effective 
as of February 7, 1977). 


Pacific Stock Exchange, Inc. — Executive Industries 
Inc., (common stock, $1.25 par value) (effective as of 
February 7, 1977). 


Midwest Stock Exchange, Inc.—Ohio Edison Co., 
8.64% preferred stock, cumulative, par value $100 per 
share (effective as of February 25, 1977). 
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New York Stock Exchange, Inc.—Ohio Edison 
Co., 8.64% preferred stock, cumulative, par value 
$100 per share (effective as of February 25, 1977); and 
8-1/2% first mortgage bonds, Series of 1976, due 
2006 (effective as of February 11, 1977). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13384/March 17, 1977 


The Securities and Exchanye Commission has issued 
a notice giving interested persons until April 15 to 
request a hearing on an application of the Philadelphia 
Stock Exchange, Inc. for unlisted trading privileges 
in the common stock of the following companies: 
American Greetings Corp.; Combined Insurance Com- 
pany of America; Kearney & Trecher Corp. and 
Pennzoil Offshore Gas Operators. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13385/March 17, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 35-19936/ March 17, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. IC-9678/March 17, 1977 


[File No. S7-684 Comment Period Expires on 4/18/77] 
STOCK APPRECIATION RIGHTS 

AGENCY: Securities and Exchange Commission. 
ACTION: Proposed Amendments. 


SUMMARY: The Commission proposes to amend the 
rule which exempts certain acquisitions of securities 
from the law allowing an issuer to recover the profits 
made by its insiders on short-term securities trans- 
actions. The purpose of the proposed amendments is 
to clarify the applicability of the rule to the exercise of 
stock appreciation rights. 


DATES: Comments must be received on or before: 
April 18, 1977. 


ADDRESSES: All communications on this matter 
should be submitted in triplicate to George A. Fitz- 
simmons, Secretary, Securities and Exchange Com- 
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mission, 500 North Capitol Street, Washington, D. C. 
20549. Comments should refer to File No. S7-684 and 
will be available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D. C. 20549 
(202-755-1240). 


SUPPLEMENTARY INFORMATION: The Commission 
today announced that it is soliciting public comments 
On proposed amendments to subparagraph (e)(3) of 
Rule 16b-3 [17 CFR 240.16b-3] under the Securities 
Exchange Act of 1934 (“Exchange Act’’) [15 U.S.C. 
77a et seq., as amended by Pub. L. No. 94-29 (June 4, 
1975)]. Rule 16b-3 relates to Section 16(b) of the Ex- 
change Act and corresponding provisions of the Public 
Utility Holding Company Act of 1935 [15 U.S.C. 79a 
et seq., as amended by Pub. L. No. 94-29 (June 4, 
1975)] and the Investment Company Act of 1940 
[15 U.S.C. 80a-1 et seq., as amended by Pub. L. No. 
94-29 (June 4, 1975)]. 


Section 16(b) is designed to prevent insiders from 
unfairly utilizing confidential information to profit from 
short-term trading transactions in an issuer’s securi- 
ties. It applies to each person who beneficially owns, 
directly or indirectly, more than 10 percent of any 
class of equity security which is registered under 
Section 12 of the Exchange Act, or who is a director 
or officer of the issuer of any such security. The 
section provides that any profit realized by such 
officer, director or 10-percent holder from any pur- 
chase and sale, or any sale and purchase, of any 
equity security of such issuer within any period of 
less than six months shall inure to and be recoverable 
by the issuer. It further provides that the Commission 
may exempt by rule any transaction not compre- 
hended within the purpose of that section, and Rule 
16b-3 has been adopted by the Commission pursuant 
to that authority in order to exempt certain acquisi- 
tions of securities from Section 16(b). 


BACKGROUND 


On December 22, 1976 the Commission published 
Release No. 34-13097 [42 FR 754] announcing the 
adoption of certain amendments to Rule 16b-3. The 
amendments were intended primarily to provide a 
“safe harbor’ from the short-swing profit recovery 
provisions of Section 16(b) for certain transactions in 
stock appreciation rights (‘SARs’). The amendments 
are to become effective on June 30, 1977, although 
they may be relied upon prior to that date if their 
requirements can be satisfied by affected persons. 


The Commission recently has become aware of the 
need to clarify subparagraph (e)(3) of the amendments 
to Rule 16b-3 referred to above. That subparagraph, 





which sets forth certain requirements for the ad- 
ministration of an SAR plan, reads in its entirety as 
follows: 


(3) Administration of the Plan. 


(i) The plan shall be administered by either the board 
of directors, a majority of which are disinterested 
persons and a majority of the directors acting on 
plan matters are disinterested persons, or by a com- 
mittee of three or more persons, all of whom are 
disinterested persons. 


(ii) The board or committee shall have sole discretion 
either 


(A) to determine the form in which payment of the 
right will be made (i.e., cash, securities, or any 
combination thereof), or 


(B) to consent to or disapprove the election of the 
participant to receive cash in full or partial settlement 
of the right. Any such election by the participant 
shall be made by him during the period beginning 
on the third business day following the date of release 
of the financial data specified in subsection (e)(1)(ii) of 
this rule and ending on the twelfth business day 
following such date. The board or committee which 
administers the plan may either consent to, or dis- 
approve, the participant's election at any time there- 
after.”’ 


In formulating the above subparagraph, the Commis- 
sion had intended that the requirements of subsection 
(B) thereof be applicable not only to the election by 
a participant as to the form of payment of his SAR 
but also to his election to exercise the SAR. Those 
requirements (viz., that the election by the participant 
be made during a specified 10-day ‘‘window”’ period 
each quarter and be subject to the approval of the 
plan administrators) would seem to have little purpose 
insofar as preventing the misuse of inside information 
is concerned unless they were also deemed applicable 
to the election to exercise the SAR. There is, how- 
ever, no specific reference to the election to exercise 
in subsection (B), with the result that the subsection 
may reasonably be construed, in its present form, 
not to be applicable to such elections. 


THE PROPOSED REVISIONS 


In order to clarify the intended applicability of sub- 
paragraph (e)(3), the Commission proposes to revise 
it by deleting the last two sentences thereof and 
substituting two new subsections in their place. In its 
entirety, subparagraph (e)(3) would be amended as 
indicated in the following paragraph. 


Rule 16b-3 is proposed to be revised to read as 


follows: 


{240.16b-3— Exemption from section 16(b) of acquisi- 
tions of shares of stock and stock options and stock 
appreciation rights under certain stock incentive, stock 
options or similar plans. 


e * * * * 


(e)*** 
(3)*** 


(i) The plan shall be administered by either the board 
of directors, a majority of which are disinterested 
persons and a majority of the directors acting on 
plan matters are disinterested persons, or by a com- 
mittee of three or more persons, all of who are 
disinterested persons. 


(ii) The board or committee shall have sole discretion 
either 


(A) to determine the form in which payment of the 
rignt wilt be made (i.e., cash, securities, or any 
combination thereof), or 


(B) to consent to or disapprove the election of the 
participant to receive cash in full or partial settlement 
of the right.. 


(iii) Any election by the participant as to the form of 
payment, as well as any election by him to exercise 
his stock appreciation right, shall be made during the 
period beginning on the third business day following 
the date of release of the financial data specified in 
subsection (e)(1)(ii) of this rule and ending on the 
twelfth business day following such date. 


(iv) The board or committee which administers the 
plan shall either consent to, or disapprove, any 
election by the participant as to the form of payment 
and any election by him to exercise his stock 
appreciation right. The consent or disapproval may 
be given at any time after the election to which it 
relates. 


[Secs. 16(b), 23(a), 48 Stat. 896, 901; sec. 203(a), 
49 Stat. 704; sec. 8, 49 Stat: 1379; sec. 18, 89 Stat. 
155; U.S.C. 78p(b), 78wla). Sec. 17(b), 20(a), 49 Stat. 
830, 833; 15 U.S.C. 79q(b), 79t(a). Secs. 30(f), 38, 
54 Stat. 836, 841; 15 U.S.C. 80a-29, 80a-37.] 


AUTHORITY FOR THE PROPOSED AMENDMENTS 


The foregoing revisions to Rule 16b-3 are being 
proposed for adoption pursuant to the Securities 
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Exchange Act of 1934, particularly Sections 16(b) and 
23(a) thereof; the Public Utility Holding Company 
Act of 1935, particularly Sections 17(b) and 20(a) 
thereof; and the Investment Company Act of 1940, 
particularly Sections 30(f) and 38 thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13386/March 17, 1977 


NOTICE OF APPLICATION FOR EXEMPTION FROM 
REGISTRATION AS A SECURITIES INFORMATION 
PROCESSOR 


AGENCY: Securities and Exchange Commission. 
ACTION: Notice and Solicitation of Public Comment. 


SUMMARY: The Commission hereby gives notice 
that, pursuant to Section 11A(b)(1) of the Securities 
Exchange Act of 1934, Bradford National Clearing 
Corporation has applied for exemption from registra- 
tion as a securities information processor. In order to 
assist in the consideration of the application for 
exemption, the Commission hereby requests com- 
ments on the application from all interested persons. 


DATES: Comments must be received on or before 
April 22, 1977. 


ADDRESS: All communications on this matter should 
be directed in triplicate to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. 
Comments should refer to File No. 4-200 and will be 
available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Eric D. 
Roiter, Division of Market Regulation, Securities and 
Exchange Commission, Washington, D. C. (202-755- 
7128). 


SUPPLEMENTARY INFORMATION: Notice is hereby 
given that Bradford National Clearing Corporation 
(“Bradford”) has applied, pursuant to Section 11A(b)(1) 
of the Securities Exchange Act of 1934 (the ‘’Act’’), 
15 U.S.C> 78k-1(b)(1), for exemption from registration 
as a securities information processor. This application 
for exemption is in connection with a facilities man- 
agement agreement executed by Bradford on Feb- 
ruary 15, 1977 with P.C. Service Corporation 
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(““PCSC’’), a wholly-owned subsidiary of the Pacific 
Stock Exchange ("PSE"), pursuant to which Brad- 
ford will perform the securities information processing 
services theretofore performed by PCSC on an ex- 
clusive basis for PSE. Those services include the auto- 
mated collection and processing of trade data trans- 
mitted by PSE on the Los Angeles and San Francisco 
floors of the PSE and re-transmission of the trade 
data in sequential order to the Securities Industry 
Automation Corporation for inclusion on the consoli- 
dated tape.' The Commission in Securities Exchange 
Act Release No. 12036 (January 22, 1976) granted 
PCSC an exemption from registration with respect to 
these securities information processing services.” 


The Commission in Securities Exchange Act Release 
No. 13278 (February 17, 1977),° granted to Bradford 
a 90-day temporary exemption from registration as a 
securities information processor, pending Commission 
determination of Bradford's application for permanent 
exemption. While Section 11A(b)(3) of the Act ex- 
pressly requires publication of notice only with respect 
to applications for registration as a securities informa- 
tion processor, the Commission has, in the past, 
deemed it desirable to give notice of applications for 
exemption from registration so that interested persons 
may be afforded an opportunity to submit written 
data, views and arguments concerning such applica- 
tions.* The Commission believes that it is appropriate 
to extend this policy to the instant application. 





‘Pursuant to the ‘’Plan submitted pursuant to Rule 
17a-15 of the Securities Exchange Commission under 
Securities Exchange Act of 1934” (the ‘’Plan’’), last 
sale transaction reports in exchange-listed securities 
which qualify under the Plan are disseminated by the 
Consolidated Tape Association on Network A or B of 
the Consolidated Tape. See Securities Exchange Act 
Release No. 10787 (May 10, 1974), 39 Fed. Reg. 
17770 (May 20, 1974), 4 SEC DOCKET 271 (May 
21, 1974). 


741 Fed. Reg. 4869 (January 29, 
DOCKET 1100 (February 3, 1976). 


1976), 8 SEC 


311 SEC DOCKET 1749 (March 1, 1977). 


“See Notice of Applications for Exemptions from 
Registration as Securities Information Processors with 
respect to Bunker Ramo Inc., P. C. Service Corp., 
and Quotron Systems, Inc., Securities Exchange Act 
Release No. 11772 (October 29, 1975), 40 Fed. Reg. 


51514 (November 5, 
(November 11, 1975). 


1975), 8 SEC DOCKET 272 





Accordingly, all persons interested in submitting 
written data, views and arguments concerning Brad- 
ford’s application should submit them in triplicate to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549 not later than April 22, 1977. 
Comments should address whether the grant of any 
such exemption from registration would be consistent 
with the public interest, the protection of investors, 
and the purposes of Section 11A of the Act, including 
the maintenance of fair and orderly markets in securi- 
ties and the removal of impediments to an_ per- 
fection of the mechanisms of a national market 
system. Comments should also address whether the 
grant, or failure to grant, any such exemption would 
impose any burden on competition not necessary or 
appropriate in furtherance of the purposes of the 
Act. All communications should refer to File No. 
4-200 and, together with a copy of Bradford’s applica- 
tion for exemption, will be available for public in- 
spection in the Commission’s Public Reference Room. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13387/March 17, 1977 


In the Matter of 


BRADFORD SECURITIES PROCESSING SER- 
VICES, INC. 

80 Pine Street 

New York, New York 10005 


(SR-BSPS-77-1) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY BRADFORD SECURITIES PROCESSING SER- 
VICES, INC. RELATING TO THE ESTABLISHMENT 
OF A FIXED INCOME ACCOUNTING SERVICE. 


On January 5, 1977, Bradford Securities Processing 
Services, Inc. (‘‘-BSPS’’) submitted, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
‘‘Act’’), a proposed rule change relating to the estab- 
lishment of an automated fixed income accounting 
service for registered brokers and dealers. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register (42 FR 8239, 
February 9, 1977) and the public was invited to com- 
ment thereon. Notice of the filing and an invitation 


for comments also appeared in Securities Exchange 
Act Release No. 13224, January 31, 1977. No letters 
of comment were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the re- 
quirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-BSPS-77-1 be, and hereby is, 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19930/March 15, 977 
In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5965) 


NOTICE OF PROPOSED ASSIGNMENT OF PUR- 
CHASE RIGHTS TO AND BAREBOAT CHARTER OF 
COAL BARGES AND TOWBOATS 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (I&ME"’), an electric utility sub- 
sidiary company of American Electric Power Com- 
pany, Inc. (“AEP”), a registered holding company, 
has filed an application-declaration and amendment 
thereto with this Commission pursuant to applicable 
provisions of the Public Utility Holding Company Act 
of 1935 ("‘Act’’) regarding the sale of the purchase 
rights to and the bareboat charter of certain coal 
barges and towboats. I&ME requests approval of 
these transactions unless advised by the Commission 
that approval thereof under the Act is not required. 
All interested persons are referred to the application- 
declaration, as amended, which is summarized below, 
for a complete statement of the proposed trans- 
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actions. 


IG@ME states that American Electric Power Service 
Corporation (‘AEP Service’’), a service company sub- 
sidiary of AEP, entered into the following agreements: 
(1) agreement dated July 15, 1974 with Dravo Cor- 
poration (‘‘Dravo”’) for the construction of ten tow- 
boats and 120 1500-ton capacity coal barges (‘‘jumbo 
barges’’) (collectively, ‘‘Dravo vessels’); (2) agreement 
dated October 7, 1975 with St. Louis Ship, Division 
of Pott Industries, Inc. (St. Louis Ship’) for the 
construction of 6 towboats (‘’St. Louis Ship vessels’); 
and (3) agreement dated December 6, 1974 with 
American Bridge Division, United States Steel Cor- 
poration (‘American Bridge’’) for the construction of 
120 jumbo barges. In addition, |&@ME entered into 
an agreement dated March 12, 1975, since assigned 
to its affiliate, Ohio Power Company, with Hillman 
Barge and Construction Company (“Hillman’’) for the 
construction of 20 900-ton capacity coal barges 
(‘standard barges’) (‘‘Hillman vessels’). A total of 6 
Dravo towboats, 2 St. Louis Ship towboats, 120 
Dravo jumbo barges, 20 American Bridge jumbo 
barges and the 20 Hillman standard barges were 
delivered pursuant to such agreements in 1976 and 
have subsequently been chartered by I&ME’s affiliate 
Ohio Power Company (pursuant to the au*horization 
of this Commission in File No. 70-5823). The trans- 
action now proposed relates to the remaining 8 tow- 
boats and 100 jumbo barges which are to be delivered 
pursuant to the Dravo, St. Louis Ship and American 
Bridge agreements (collectively, ‘‘the Construction 
Contracts’) during 1977. The total delivered cost of 
such vessels will be approximately $42,000,000, includ- 
ing delivery expenses, construction interest and other 
capitalizable costs. 


It is proposed that, under a Participation Agreement, 
I@ME, as designee of AEP Service, will assign to 
United States Trust Company, trustee-shipowner 
(“Shipowner’’), for the benefit of Twin Trading Cor- 
poration, a wholly-owned New York subsidiary of The 
Pittston Company, as beneficial owner, Construction 
Contracts for the Dravo, St. Louis Ship and Ameri- 
can Bridge vessels to be delivered in 1977. The 
purchase price to be paid I&@ME for the Construction 
Contracts will equal the cost of such vessels, approxi- 
mately$42,000,000. Any proceeds realized from the 
assignment to the Shipowner of the Construction 
Contracts for the vessels which are the subject 
of this application will be applied as reimbursement 
for progress payments made and other expenses 
incurred in connection with such Construction Con- 
tracts. Pursuant to the Participation Agreement, 
Twin Trading Corporation will furnish the Shipowner 
with funds toward the purchase by the Shipowner 
of the vessels in an amount not less than 20% 
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nor more than 28.5% of the total cost of the vessels, 
including all overhead and indirect costs. The balance 
of the purchase price will be obtained by the Ship- 
owner by a borrowing through the issuance by the 
Shipowner, pursuant to a public offering by it, of 
United States Government Guaranteed Ship Financing 
Bonds guaranteed pursuant to a United States Mari- 
time Administration (‘Marad’’) program for ship 
financing. Such bonds will take the form of a com- 
bination of Sinking Fund Notes, Sinking Fund Bonds 
and/or Serial Bonds (collectively, ‘the bonds’’). 


Subject to the satisfaction of the terms and conditions 
of the Participation Agreement, the Shipowner and 
I@ME will enter into a net Bareboat Charter with 
respect to the vessels. The Bareboat Charter will be 
for an interim period from delivery through January 
14, 1978 and for a base term of 20 years beginning 
January 15, 1978, with rights to renew for four 
successive five year periods. An application has been 
made to Marad on behalf of the Shipowner for a 
guarantee of the bonds to be issued by the Ship- 
owner. In connection therewith and as a prerequisite 
thereof, the Shipowner will execute a Secretary's 
Note to Marad in the amount of the guarantee. The 
Secretary's Note will become due and payable only in 
the event Marad has to make a payment pursuant 
to its guarantee. The Shipowner, as security for the 
guarantee, and as security for the payment of the 
principal of, and the interest due or to become due on, 
the Secretary's Note in accordance with the terms 
thereof, will, on the first closing date (there will be 
separate closing dates for each group of vessels ready 
for delivery), enter into a Security Agreement with 
Marad pursuant to which the Shipowner will assign 
to Marad, among other things, all of its interest in 
the assigned Construction Contracts, insofar as they 
relate to the vessels to be delivered in 1977, and all 
other contracts which relate to the construction of 
such vessels, and all property, including the applicable 
vessels, which it has or will have an interest relating 


to such vessels pursuant to the Construction Con- 
tracts. 


It is stated that as further security to Marad, the 
Security Agreement provides that the Shipowner will 
execute and deliver on the first closing date a First 
Preferred Fleet Mortgage created under and pursuant 
to the Ship Mortgage Act, 1920, as amended, to 
Marad covering the delivered vessels, and on each 
succeeding delivery date of vessels will execute and 
deliver a supplement to the mortgage in respect of 
such vessels. Also pursuant to the Security Agree- 
ment, the Shipowner will assign to Marad its interest 
in the Bareboat Charter with I@ME, and I&ME will 
consent to such assignment. Furthermore, the Secur- 





ity Agreement provides for deposit in escrow of a 
portion of the proceeds of the bonds. The contem- 
plated transactions are contingent upon receipt of a 
commitment from Marad to guarantee the bonds. 
One of the conditions of such guarantee is that, 
pursuant to Section 2 of the Shipping Act, 1916, the 
Shipowner, Twin Trading Corporation and |@ME are, 
and will continue to be, citizens of the United States 
qualified to engage in coastwide trade. The contem- 
plated transaction is also contingent upon receipt by 
Twin Trading Corporation, prior to assignment of the 
Construction Contracts, of a favorable opinion of in- 
dependent tax counsel in lieu of a Ruling from the 
Internal Revenue Service and a satisfactory indemnity 
agreement from |I&@ME. 


The interest rate of the bonds will be determined by 
the underwriters shortly before the offering of such 
bonds to the public. Both Marad and the United 
States Treasury Department will approve the proposed 
interest rate on such bonds before the United States 
Government guarantee is granted to the bonds. As 
stated above, the bonds may take the form of Sinking 
Funds Notes, Sinking Fund Bonds and/or Serial 
Bonds. The Sinking Fund Notes, the Sinking Fund 
Bonds and the Serial Bonds may have varying interest 
rates. I&@ME presently believes that the weighted 
average interest rate of the bonds proosed to be 


guaranteed by Marad in connection with the proposed 


transaction shall not be in excess of 8-1/4% 
annum. 


per 


Under the terms of the Bareboat Charter, the rental 
rate during the interim period from the actual delivery 
and acceptance date through January 14, 1978 will 
be equal to the interest rate payable by the Ship- 
owner pursuant to a Marad guarantee during such 
interim period, less the net income from a Construc- 
tion Fund, as set forth in a Depository Agreement 
and/or an Escrow Fund, as set forth in the Security 
Agreement. Such interim rent is to be paid on January 
15, 1978. The rental rate for the 20-year base charter 
term will depend upon several factors, including the 
average delivery date of the vessels, the percentage 
of the cost of the vessels obtained by the Shipowner 
from the sale of bonds and the interest rate of the 
bonds, and will be payable semi-annually in arrears 
commencing on July 15, 1978. Assuming that an 
average of 76.2% of the cost of the vessels is obtained 
from the sale of bonds, that the bonds are sold in the 
ratio of 36.5% Sinking Fund Notes to 63.5% Sinking 
Fund Bonds and that the interest rate on such bonds 
is 7.30% in the case of Sinking Fund Notes and 
7.70% in the case of Sinking Fund Bonds, the annual 
rental rate and the resulting effective cost of money 
to |@ME would be as follows: 


Average Delivery 
&Acceptable Date 
During 1977 


Annual Rent 
Factor % of Cost 


Effective Annual Cost 
of Money, Including 
1/2% Marad Fee (%) 


5.24403 
5.21163 
5.17731 
5.14290 
5.10844 
5.07213 
5.03574 
4.99927 
4.96279 
4.92622 


March 
April 

May 

June 

July 
August 
September 
October 
November 
December 


7.79648 
7.77800 
7.75228 
7.72954 
7.70680 
7.68288 
7.65894 
7.63500 
7.61108 
7.58714 


To the extent that the interest rates or the ratio of 
Sinking Fund Notes to Sinking Fund Bonds changes, 
the annual rent factor and the effective cost of money 
would change. I&ME, as the charterer, will also pay, 
as supplemental rent, all maintenance costs, insurance 
premiums, taxes (other than certain income taxes) 
and all other costs in connection with the operation 
of the vessels. 


It is proposed that at the end of the base charter 
term, |&ME will have rights to renew the Bareboat 
Charter for four successive five-year periods as to any 
or all of the vessels at a rent equal to the fair 
market bareboat charter of such vessels at the time 
of such renewal, such rent to be paid semi-annually 
in arrears. At the end of the base charter term or any 
renewal term, I&ME will also have the right to pur- 
chase any or all of the vessels at the fair market sales 
value of such vessels at the time of purchase. In 
addition, |@ME will have the right at any time after the 
end of the seventh year of the base term to terminate 
the Bareboat Charter because of economic ob- 
solescence for |&ME’s needs with respect to any or all 
of the vessels. In such event, I&ME would cause the 
vessels declared obsolete to be sold to an unrelated 
third party, and the Bareboat Charter would terminate 
as to such vessels upon payment to the Shipowner 
of the greater of the termination value, as specified 
in the Bareboat Charter, or the proceeds of the sale. 


The vessels will be used by I&ME to transport low 
sulfur coal from western coal lands to its present 
and proposed electric generating plants on the Ohio 
River. It is stated that western coal is low in sulphur 
and thus would facilitate compliance with the in- 
creasingly stringent environmental stack gas emission 
standards. It is further stated that barging is the 
cheapest means of transporting bulk commodities 
such as coal over long distances. 


It is anticipated that the vessels will transfer coal for 
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other companies affiliated with IG@ME in the AEP 
holding company system. Any transactions by |&ME 
with affiliated interests will be subject to further 
order of this Commission. Additionally, |&ME pro- 
poses to enter into short-term sub-leasing arrange- 
ments with respect to certain of such vesseis with 
non-affiliated interests on a fully compensatory basis 
to the extent idle capacity may develop. Any revenues 
derived from such non-affiliated transactions will be 
accounted for as credits against the amounts charge- 
able to FPC Account 151, Fuel Stock. 


In connection with the proposed transactions, |@ME 
will pay, as supplemental rent under the Bareboat 
Charter, an amount equal to the Marad Investigation 
Fee of approximately $75,000 and amounts equal to 
each Annual Guarantee Fee thereafter, computed at 
the rate of approximately 1/2 of 1% of the outstand- 
ing principal balance of the bonds. In addition, |@ME 
will:pay a public offering underwriting fee estimated 
to be not in excess of $350,000. I&ME will also pay 
the fees and expenses incurred by the participants in 
the proposed transaction with respect to such trans- 
action, including legal fees, trustee fees and printing 
costs. Such fees and expenses are currently estimated 
to be not in excess of $200,000. I&ME’s other fees, 
including its own legal fees, will be not in excess of 
$100,000. 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 4,-1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, and reasons for such request 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant-declarant at the above-stated address 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the applica- 
tion-declaration, as amended or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
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who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19931/March 15, 1977 


In the Matter of 


KINGSPORT POWER COMPANY 
Roanoke, Virginia 


(70-5968) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
UNSECURED NOTES TO BANKS 


Kingsport Power Company (‘‘Kingsport’’), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has 
filed a declaration and amendments thereto with this 
Commission pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (‘’Act’’) 
and Rule 50(a)(2) promulgated thereunder regarding 
the following proposed transaction. 


Kingsport proposes to enter in to term loan agreement 
to be dated March 1, 1977 (‘‘Agreement’’) with The 
Chase Manhattan Bank, N.A. (‘Chase’) and First 
National Bank of Sullivan County, Kingsport, Tennes- 
see (‘First National’) which will enable Kingsport to 
make borrowings, to be evidenced by its unsecured 
notes maturing March 31, 1984, in an aggregate 
amount of $15,000,000. The Agreement contains com- 
mitments of Chase and First National in the amounts 
of $14,000,000 and $1,000,000, respectively. Kings- 





port will make initial borrowings in the amount of 
$11,000,000 from Chase and $1,000,000 from First 
National. The notes evidencing such borrowings will 
bear interest until March 31, 1980, at a rate per annum 
equal to 115% of the prime rate then in effect at 
Chase and from March 31, 1980, to March 31, 1984, 
the interest rate will be 118% of Chase’s prime rate. 
Kingsport may make additional borrowings from 
Chase in the amount of up to $3,000,000; such 
borrowings will bear interest at a rate per annum equal 
to117% of the prime rate of Chase until March 31, 
1980, and at 118% of the prime rate of Chase 
from March 31, 1980, through March 31, 1984. All 
interest rates will change as of the opening of business 
on the effective date of a change in the prime 
rate. Kingsport will pay to Chase substitute interest 
at the rate of 1/2 of 1% per annum on the daily 
average unused amount of the $3,000,000 additional 
credit made available pursuant to the Agreement. The 
notes may be prepaid at any time without premium 
or penalty. Kingsport is not required to pay any fees 
or charges to Chase or First National in connection 
with the proposed borrowings, and no compensating 
balances are required. Kingsport covenants not to 
create or suffer to exist any mortgage on its property 
or to incur any indebtedness for borrowed money if 
the total of all indebtedness will exceed 65% of 
Kingsport’s capitalization. 


It is stated that the proceeds of the borrowings will 
be used by Kingsport to repay $11,000,000 of its 
presently outstanding notes due July 1, 1977, to repay 
all of its short-term notes payable to banks presently 
outstanding in the amount of $900,000, and to 
finance, in part, its 1977 construction program, esti- 
mated to cost approximately $2,300,000. It is further 
Stated that the issuance of the notes is excepted 
from the competitive bidding requirements of Rule 50 
by reason of paragraph (a)(2) thereof sii:ce no finder’s 
fees or commission are to be paid by Kingsport in 
connection with the proposed transaction. 


The Tennessee Public Service Commission has au- 
thorized the proposed transaction. No other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19892), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 


investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the apjolicable pro- 
visions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule .24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19932/March 15, 1977 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPO- 
RATION 
Buffalo, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 
SENECA RESOURCES CORPORATION 
Oil City, Pennsylvania 


(70-5959) 


ORDER AUTHORIZING SHORT-TERM BORROW- 
INGS FROM BANKS; ISSUANCE OF SHORT- 
TERM NOTES BY SUBSIDIARIES AND ACQUISI- 
TION THEREOF BY HOLDING COMPANY; ISSU- 
ANCE OF LONG-TERM UNSECURED NOTES BY 
SUBSIDIARY AND ACQUISITION THEREOF BY 
HOLDING COMPANY; RESERVATION OF JURIS- 
DICTION 


National Fuel Gas Company (“‘National’’), a registered 
holding company, and three of its wholly owned 
subsidiary companies, National Fuel Gas Distribution 
Corporation (‘‘Distribution’’), National Fuel Gas Supply 
Corporation (‘Supply’) and Seneca Resources Cor- 
poration (‘Seneca’), have filed an _  application- 
declaration and an amendment thereto with this Com- 
mission pursuant to Sections 6(a), 7, 9(a), 10, 12(b) 
and 12(f) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) and Rules 42, 43 and 46 
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promulgated thereunder as applicable to the proposed 
transactions. 


National sta‘tes that the transactions proposed in 
this application-declaration, together with the sale of 
$40,000,000 of its debentures (HCAR Nos. 19760 
and 19882) and the sale of up to $20,000,000 
aggregate principal amount of commercial paper 
and/or short-term unsecured notes to The Chase 
Manhattan Bank, N.A. (‘’Chase’’), (HCAR No. 
19847), will comprise the system's external financing 
program for 1977. The 1977 construction and explora- 
tion program of National’s subsidiaries is estimated 
as follows: 


Distribution 
Supply 
Storage 
Seneca 


The amount shown above for Storage is to finance 
a major development of underground storage fac- 
ilities having an aggregate top gas storage capacity 
of approximately 41 billion cubic feet and to provide 
storage service for northeastern nonaffiliated utilities. 
Development of the project is expected to cover a 
four to five year period and cost in excess of 
$80,000,000. In addition to requirements in con- 
nection with the 1977 construction and exploration 
programs of its subsidiaries, National will have 
maturing in 1977 approximately $6,400,000 of short- 
term unsecured notes payable to Chase (HCAR No. 
19522), $5,400,000 of 3-% % Sinking Fund Debentures 
due 1977 and normal sinking fund requirements 
aggregating $5,135,000. 


National proposes to issue and sell from time to 
time during the period from the date of the Com- 
mission’s order authorizing this transaction through 
December 31, 1977, its unsecured short-term notes 
to Chase in an aggregate principal amount not to 
exceed $6,000,000. The notes will be dated as of the 
date of issue, will mature not later than twelve 
months from the date thereof, will bear interest payable 
quarterly at the prime commercial rate of Chase in effect 
from time to time and will be repayable, in whole or in 
part, at any time without penalty or premium. 


National has informally agreed with Chase to main- 
tain average balances equaling 10% of the line of 
credit plus 10% of the average loans outstanding 
under this line of credit. However, the average 
balances maintained for normal operating needs are 
sufficient to cover these amounts and amounts in 
connection with other Chase loans. Assuming an 
average balance of 20% was required, the effec- 
tive cost of money, based on the current 6-%% 
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prime rate, would be 7.8125%. There will be no 
commitment fee nor any closing or related costs in 
connection with National’s borrowings from Chase. 


National proposes to use up to $2,000,000 of the 
proceeds of such short-term borrowings from Chase 
to acquire for cash from time to time up to $2,000,000 
aggregate principal amount of short-term unsecured 
notes issued by Seneca. Each such note will be 
dated the date and bear the effective interest rate 
of the related short-term note of National. Each note 
will mature within twelve months of its date of issue, 
with interest payable quarterly until the principal 
amount is paid in full. Seneca will have the option to 
prepay any note issued pursuant to this transaction 
at any time, in whole or in part, without penalty or 
premium, upon payment of all interest accrued on the 
principal amount so prepaid to the date of such pre- 
payment. Seneca proposes to use the proceeds from 
the sale of its notes pursuant to this transaction for 
its construction program and for working capital. 
Repayment by Seneca of the notes is expected to be 
made from the proceeds of a financing to be con- 
sumated sometime in 1978. 


National also proposes to establish lines of credit 
with various banks aggregating $40,000,000 and to 
issue and sell from time to time during the period 
from the date of the Commission’s order authorizing 
this transaction through December 31, 1977, short- 
term unsecured notes pursuant thereto up to an 
aggregate principal amount at any one time out- 
standing of $40,000,000. The names of the banks and 
the maximum amount to be borrowed and outstand- 


ing at any one time from each such bank is as 
follows: 


Buffalo Group 


Marine Midland Bank-Western 
Buffalo, New York $17,000,000 
Manufacturers & Traders 

Trust Company 
Buffalo, New York 


Liberty National Bank & Trust 
Company 
Buffalo, New York 


The Chase Manhattan Bank, N.A. 
Buffalo, New York 





Erie Group 


First National Bank of Pennsylvania 
Erie, Pennsylvania 


Marine National Bank 
Erie, Pennsylvania 


Warren National Bank 
Warren, Pennsylvania 


Oil City Group 


First Seneca Bank & Trust Company 
Oil City, Pennsylvania 


Pennsylvania Bank & Trust Company 
Titusville, Pennsylvania 


Northwest Pennsylvania Bank & 
Trust Company 

Oil City, Pennsylvania 1,500,000 

McDowell National Bank 

Sharon, Pennsylvania 1,100,000 

$40,000,000 


The notes will be dated as of the date of issue, 
will mature not later than twelve months from the 
date thereof and will be prepayable at any time, in 
whole or in part, without penalty or premium. The 
notes issued and sold to the Erie and Oil City 
banks will bear interest at the prime rate of interest 
in effect from time to time at Chase. The notes 
to be issued and sold to the Buffalo banks will 
bear interest at the prime rate of interest in effect 
from time to time of each individual bank. No com- 
pensating balances will be required except in the 
case of any line of credit obtained from Chase and 
the notes related thereto. Any borrowings from Chase 
will be subject to the balance requirements agreed 
to in connection with the above-described sale of 
short-term notes to Chase. There will be no commit- 
ment fee nor any closing or related costs in con- 
nection with any of these borrowings. 


National proposes to use the proceeds from the sale 
of such short-term notes to acquire for cash from 
time to time up to $40,000,000 aggregate principal 
amount at any one time outstanding of short-term 
unsecured notes issued by Supply. Each such note 
will be dated the date and bear the effective interest 
rate of the related short-term note of National. Each 
note will mature within twelve months from its date of 
issue, with interest payable quarterly until the principal 
amount is paid in full. Supply will have the option 
to prepay any note issued pursuant to this transaction 
at any time, in whole or in part, without penalty or 


premium, upon payment of all interest accrued on the 
principal amount so prepaid to the date of such pre- 
payment. Supply proposes to use the proceeds from 
the sale of its notes pursuant to this transaction for 
working capital and to purchase gas placed in storage 
during the summer months. Repayment of these notes 
by Supply will be made as gas is withdrawn from 
storage and sold and from funds generated internally. 


Distribution proposes to issue and sell, and National 
proposes to acquire, up to $22,000,000 aggregate 
principal amount of Distribution’s 9.6% long-term 
unsecured notes. Such notes will be dated as of the 
date of issue, will bear interest payable quarterly 
at 9.6% annum, the effective cost of money of 
National’s 9.20% Cumulative Preferred Stock issued 
June 3, 1976 (HCAR Nos. 19521 and 19544), and 
will mature serially in relation to National's sinking 
fund obligations for such preferred stock. Distribution 
proposes to use the proceeds of the above notes for 
repayment of various notes to National. 


In a separate application (File No. 70-5961), National 
has requested authority to create a new wholly owned 
subsidiary, National Gas Storage Corporation (’’Stor- 
age’). In connection with the establishment of 
Storage, notes issued in 1976 in connection with 
National’s 9.20% Cumulative Preferred Stock by 
Distribution and Supply for $25,000,000 and 
$5,000,000, respectively, will be prepaid and 
$22,000,000 of the proceeds loaned to Distribution 
and $8,000,000 of the proceeds used to purchase, 
at par, shares of Storage’s 9.6% Cumulative Preferred 
Stock. 


The consummation by Storage of the sale of such 
stock is, however, dependent upon Federal Power 
Commission (‘‘FPC’’) authorization for related trans- 
actions involving Storage. FPC authorization may be 
delayed beyond the date of the above-mentioned 
prepayments by Distribution and Supply and it is, 
therefore, necessary to seek authorization for the 
temporary disposition by National of such $8,000,000 
pending FPC authorization. Accordingly, it is proposed 
that, in the event of such delay, National be 
authorized to loan up to $8,000,000 aggregate prin- 
cipal amount to Supply in exchange for Supply's 
short-term unsecured note or notes. Supply will use 
a portion of such funds for construction on existing 
wells (which will eventually be transferred to Storage) 
and will temporarily invest the remainder pending 
consummation of transactions described in the sep- 
arate application relating to the formation of Storage. 
Concurrently with the consummation of such trans- 
actions, Supply will prepay such short-term notes 
from funds to be received from Storage and from 
liquidation of the temporary investments. 


The Public Service Commission of New York and the 
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Pennsylvania Public Utility Commission have juris- 
diction over the issuance and sale of long-term 
notes by Nationa! Fuel Gas Distribution Corporation. 
No other state commission and no federal commission 
other than this Commission, has jurisdiction over the 
proposed transactions. 


The record is presently incomplete with respect to 
Distribution’s issuance and sale of long-term notes tc 
National. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 
23 promulgated under the Act (HCAR N. 19891), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and 
in the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said ap- 
plication-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective forth- 
with, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act, except that 
the time for filing the certification thereunder with 
respect to the proposed short-term borrowings. is 
extended so as to allow filing on a quarterly basis. 


IT 1S FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved over Distribution’s issuance 
and sale of $22,000,000 of 9.6% unsecured long-term 
notes to National pending completion of the record 
with respect to that transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19933/March 16, 1977 


In the Matter of 
JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 


Morristown, New Jersey 07960 
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(70-5983) 


NOTICE OF PROPOSED AMENDMENT OF FIRST 
MORTGAGE INDENTURE AND SOLICITATION OF 
BONDHOLDERS’ PROXIES 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (‘Jersey Central’), an electric 
utility subsidiary company of General Public Utilities 
Corporation, a registered holding company, has filed 
a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act’’), 
designating sections 6(a), 7, and 12(e) of the Act 
and Rules 62 and 65 promulgated thereunder as 
applicable to the proposal. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposal. 


Pursuant to an Order dated July 6, 1973 (HCAR No. 
18024) New Jersey Power & Light (“New Jersey’) 
was merged with and into Jersey Central on July 
31, 1973. As a result of that merger, Jersey Central 
was substituted in full for New Jersey under the 
Mortgage and Deed of Trust dated as of March 1, 
1944 between New Jersey and Guaranty Trust Com- 
pany of New York, now Morgan Guaranty Trust of 
New York. Jersey Central proposes to amend the 
Mortgage and Deed of Trust, as heretofore supple- 
mented and amended by eighteen supplemental in- 
dentures (‘Indenture’), to effect the following 
change. Central proposes to eliminate the covenant 
which provides that Jersey Central will duly observe 
and conform to all valid requirements of any govern- 
mental authority relative to any mortgaged property. 
It is stated that such covenant should be eliminated 
since, under a developing pattern of legislation and 
administrative action, there will be periods when 
Jersey Central will be unable -to comply with govern- 
mental requirements with respect to its mortgaged 
property, although it may not be expected by the 
governmental agency to be in compliance. However, 
this covenant in the Indenture could be construed 
as resulting in a default under the Indenture. Jersey 
Central states that the elimination of this covenant will 
not relieve it of its obligation to comply with govern- 
mental requirements, but it will permit appropriate 
governmental enforcement measures consistent with 
their intent. 


The affirmative vote of the holders of 75% in prin- 
cipal amount of the first mortgage bonds outstanding 
is required for approval of the proposed amendment 
to the Indenture. The consent of such percentage in 
principal amount of the bondholders will be sought at 
a meeting of bondholders, the date of which will be 
scheduled as promptly as practicable, but in no event 
later than December 31, 1977. A notice of Meeting 
and Proxy Statement and Form of Proxy is proposed 
to be mailed to the bondholders prior to the date set 





for such meeting. 


It is stated that the New Jersey Board of Public Utility 
Commissioners has jurisdiction over the proposed 
amendment of the Indenture and that no other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposal. The fees and expenses to be incurred in 
connection with the proposal are estimated at 


$60,000, including legal Fees of $17,500. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 12, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy 
of such request should be served personally or by 
mail upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may 
be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19934/March 16, 1977 


In the Matter of 
PENNSYLVANIA ELECTRIC COMPANY 


1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-5987) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Pennsylvania Elec- 
tric Company (‘’Penelec’’), an electric utility sub- 
sidiary company of General Public Utilities Corpora- 
tion ("GPU"), a registered holding company, has filed 
with this Commission an application pursuant to the 
Public Utility Holding Company Act of 1935 (Act) 
designating Section 6(b) thereof as applicable to the 
following proposed transaction. All interested per- 
sons are referred to the application, which is sum- 
marized below, for a complete statement of the 
proposed transaction. 


Penelec requests that, for the period commencing 
on the date of any order granting this application, 
and ending December 31, 1977, it be permitted from 
time to time to issue or renew notes, of a maturity of 
nine months or less, evidencing short-term bank bor- 
rowings provided that the aggregate principal amount 
of such notes to be outstanding at any one time shall 
not exceed the lesser of (A) $92,000,000, or (B) 10% 
of the sum of (i) the principal amount of Penelec’s 
outstanding first mortgage bonds and debentures, 
(ii) the par values of Penelec’s outstanding preferred 
and common stock, and (ii) the capital surplus of 
Penelec. Said aggregate principal amount shall be 
reduced by (1) the net proceeds (which are estimated 
at $20,000,000) received by Penelec during 1977 from 
the transfer of ownership interests in certain nuclear 
generating stations as described in the separate ap- 
plication docketed in File No. 70-5951, and (2) 
capital contributions received by Penelec during 1977 
from GPU (which are estimated at $40,000,000). 
If such transfer and capital contributions are con- 
sumated, Penelec expects that such short-term bank 
borrowings would not exceed approximately 
$41,000,000. 


The new notes will bear interest at a rate not exceed- 
ing the prime rate, which may be the floating rate 
of the lending bank for commercial borrowing at 
the date of issue of such note, will mature not more 
than nine months from the date of issue, will be 
repayable at any time without premium and will not 
be issued as part of a public offering. Although no 
commitments or agreements for the proposed bor- 
rowings have been made, Penelec anticipates that, 
to the extent of its cash needs, borrowings will be 
effected from time to time for among 51 designated 
commercial banks. 


It is stated that the banks generally require com- 
pensating balances ranging from a minimum of 10% 
of the line of credit to a maximum of 10% of the 
line plus 10% of the loan outstanding. Assuming a 
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6%% prime rate and a 20% compensating balance, 
the effective interest rate to be paid by Penelec 
would be 7.81%. 


Penelec proposes to use the proceeds of the short- 
term loans to provide funds for its short-term working 
capital requirements, including repayment of other 
short-term borrowings, and to provide a temporary 
source of funds for construction expenditures. 


It is stated that Penelec’s expenses in connection 
with the proposed transaction will be approximately 
$9,500, including legal fees of approximately $7,000. 
It is also stated that no state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 12, 1977, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may 
be granted as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19935/March 16, 1977 


In the Matter of 
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INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5990) 


NOTICE OF PROPOSED GUARANTY BY HOLDING 
COMPANY OF CONTRACTUAL OBLIGATION OF 
SUBSIDIARY 


NOTICE IS HEREBY GIVEN that American Electric 
Power, Inc., (‘‘AEP’’), a registered holding company, 
and Indiana & Michigan Electric Company (“l&M’’), 
an electric utility subsidiary company of AEP, have 
filed a declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(““Act’’), designating Sections 12(b) and 12(f) of the 
Act as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


I&M is the co-licensee with its wholly-owned subsidi- 
ary, Indiana & Michigan Power, of the Donald C. 
Cook Nuclear Plant located at Bridgman, Michigan 
and from time to time purchases uranium to fuel 
Unit 1 at said plant. Presently |I&M is attempting. 
to procure uranium for the reload of Batch 5 of the 
fuel for Unit 1. Under its contract with the United 
States Energy Research and Development Admini- 
stration (““ERDA”) for uranium enrichment services, 
1&M is required to have the uranium for Batch 5 
at ERDA’s facilities ninety days prior to withdrawal 
of ihe enriched uranium, which in this case is June 
20. Consequently, the uranium must be delivered 
to ERDA by March 22. If it is not so delivered 
1&M will incur substantial late charges. If the requisite 
amount of uranium is not delivered by June 20, 
then ERDA’s emergency procedures would be 
triggered and |I&M would have to “borrow” the 
necessary amount of uranium from ERDA at a sub- 
stantial rental and would be obligated to replace such 
uranium within a reasonable period of time. 


1&M had expected to arrive at an interim solution 
with its main uranium supplier, with which it is 
involved in a protracted contract dispute, for the 
provision of uranium to cover the reload of Batch 5. 
Recently, however, it became evident that such a 
solution would not be reached in time. I&M then 
began negotiations with the Omaha Public Power 
District (‘Omaha’) for the sale and purchase of 
200,000 pounds of uranium as U O,. The proposed 
contract would obligate |1&M primarily to sell back 
to Omaha a like amount of uranium within two years 





of the date of transfer. If i&M could not do so 
for reasons beyond its reasonable control, then as its 
secondary obligation it would have to pay Omaha, 
if the market price at sell-back time is greater than 
the price paid by 1&M under the contract, the diffei- 
ence between said prices. One of Omaha's pre- 


requisites to the transaction is that AEP guarantee 
the performance of the secondary obligation. It 
is proposed that AEP so guarantee said obligation. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,590, 
including legal fees. It is stated that no state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 7, 1977, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by 
said declaration which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, 
the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19936/March 17, 1977 


SEE 


SECURITIES EXCHANGE ACT (O)F 1934 
Release No. 13385/March 17, 19:77 





PUBLIC UTILITY HOLDING CIOMIPANY /ACT OF 
1935 
Release No. 19937/March 17, 19'77 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Readirig, Pennsylvania 19605 


(70-5969) 


ORDER APPROVING PROPOSED SALE OF UTILITY 
ASSET 


Metropolitan Edisor Company, (‘’Met-Ed’’), a sufp- 
sidiary of General Public Utilities Corporation, a 
registered holding company, has filed a aleclarat.ion 
with this Commission pursuant to Section 1 2(d) 
of the Public Utility Holding ‘Company Act of 1935 
(‘Act’) and Rule 44 promulgated thereunder regéarding 
the following proposed ‘transaction. 


Met-Ed presently provides 13.2 KV electrica’, service 
under Rate Schedule LP (Large Primary Power 
Service), at an annual cost of approximately, $586,000 
to Bethlehem Mines Corporation, (‘’Bethl ehem’’), a 
non-affiliated corporation, for its quarryincy operations 
located in North Londonderry Townsh'ip, Lebanon 
County, Pennsylvania. Met-Ed proposes, to sell, and 
Bethlehem proposes to purchase a 69- 13.2 KV elec- 
tric substation and 974 feet: of 13.2 KV electric 
pole line facilities located on Bethle’hem’s property 
in said North Londonderry Townshir,. The proposed 
transfer of facilities to Bethlehem ‘will enable it to 
receive 69KV electrical service, und er Rate Schedule 
TP (Transmission Power Service) with estimated 
annual savings to Bethlehem of ‘350 ,000. 


The consideration agreed upon as a result of arms- 
length negotiations, for the pl;oposed transfer is 
$161,000. Original cost of the fa cilities is $77,341.01. 
Original cost less depreciation is $68,024.21. Present- 
day cost, less depreciation and excluding installation 
costs, is $110,876.58. The estimated replacement 
costs, as of December 31, ‘1974, including instal- 
lation costs, is $186,000.00. Fa‘ stors given the greatest 
consideration in arriving at the purchase price included 
the above figures as well as ac jditional costs incidental 
to ownership of the facilities, the effect of the 
alternative choices available to Bethlehem and other 
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rele vant factors relative to Bethlehem’s desire to take 
servi ce on the most economical basis. 


Met-E'd has received the approval of the Pennsylvania 
Public Utility Comrnission for the proposed sale. 
No ottver state or federal commission, other than 
this Coimmission,, has jurisdiction with respect to the 
proposed transaction. Met-Ed estimates the fees and 
expenses: to be incuited by it in connection with the 
proposed sale at $4,000, including $1,500 in legal 
fees. 


Due notice? of the filing of said declaration has been 
given in thes mamner prescribed in Rule 23 promulgated 
under the Act (HCA\R No. 19888), and no hearing 
has been re:que:sted of or ordered by the: Commission. 
Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the 
Act and the: rules theireunder are satisfied and that no 
adverse findings are necessary; and that it is ap- 
propriate ir: the public interest and. in the interest of 
investors iand consumers that the declaration be 
permitted t.o become effective: 


IT IS ORDERED, pursuiant to the applicable provisions 
of the Act: and rules thereunder, that said declaration, 
be, and it hereby is, jermittecdd to become effective 
forth with, subject to the terms and_ conditions 
presciibed in Rule 24 promulgated under the Act. 


For the? Commission, toy th Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
‘Secretary 





PUBLIC UTILITY HO)LDING COMPANY ACT OF 
1935 


Release No. 199.38/Miarch 17, 1977 
In the Matter of 


AMERICAN ELEC‘TRIC POWER COMPANY, INC. 
New York, New Yor *k (70-5943) 


MEMORANDUM OP 'INION WITH RESPECT TO SALE 
OF COMMON STOC. K UNDER DIVIDEND REINVEST- 
MENT AND STOCK PURCHASE PLAN AND DENY- 
ING REQUEST FOR H EARING 


American Electric Po wer Company, Inc. (“AEP”), 
a registered holding cco»mpany, applied for authoriza- 
tion under Sections 6 and 7 of the Public Utility 
Holding Company Act of 1935 (’’Act’’) to issue and 
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sell from time to time prior to April 30, 1978, up 
to 2 million shares of its authorized but unissued 
common stock, par value $6.50 per share, pursuant to 
a dividend reinvestment and stock purchase plan. 


AEP’s proposal was duly noticed (HCAR No. 19816). 
Within the time therein specified, objections and a 
request for a hearing were filed by Paul S. Davis, 
on his own behalf and as trustee under a trust, owning 
in the aggregate 621 shares of AEP common stock. 


On February 8, 1977, we issued an order authorizing 
the proposal, concluding that it satisfied the applicable 
standards of the Act and denied a hearing. Because 
of the exigencies of time therein noted, our order was 
not accompanied by an opinion setting forth the 
reasons for our conclusion. We stated that an 
opinion would be filed later (HCAR No. 19879). 


AEP is solely a holding company. It owns all the 
outstanding common stock of an integrated group 
of electric utility companies. Consolidated assets at 
September 30, 1976, were about $6.7 billion, and net 
utility plant amounted to about $5.5 billion. Con- 
solidated capitalization as of that date consisted of: 


— |InMillions — 
Amount 


Long term debt 
Short-term debt and 
current maturities 
Preferred stock of 
subsidiaries 
Deferred income taxes 
Common equity 


$3,276 
418 


537 
202 
1,942 
36,375 


w 
S 0 
a- - 


8 
oO 


Consolidated revenues for the 12 months then ended 
were about $1.78 billion; operating income, about 
$460 million; and net income applicable to the com- 
mon stock, about $218 million. Retained earnings were 
about $532 million. 


AEP’s common stock is listed on the New York 
Stock Exchange. At the year-end of 1975 AEP had 
outstanding 83 million shares of common stock; 
10 million shares were sold in February 1976. In 
the year ended September 30, 1976, AEP paid divi- 
dends of $2.00 pér share or a total of $176 million. 
In January of this year it declared a regular quarterly 
dividend of 51-% cents per share, payable on Marct. 
10 to holders of record on February 10. 





The high and low market prices for 1975 and 1976 
were: 


High Low 


1975 
1976 


21-5/8 
25-1/2 


14-3/4 
20-1/8 


In the first quarter of 1977 (through February 3) 
market prices ranged from a high of 25-% to a low 
of 24-7/8. 


The present plan supersedes an earlier one effective 
since December 10, 1974. Under that plan dividends 
were reinvested through open market purchases by 
Morgan Guaranty Trust Company, as agent for 
participating shareholders. The price to the partici- 
pants was the average cost of actual purchases, in- 
cluding the brokerage charges incurred by the agent. 
Prior participants are automatically included in the 
present plan until the agent is notified otherwise. 
The present plan is designed to make shareholder 
participation more attractive and at the same time to 
provide AEP a supplementary source of equity capital. 


Under the present plan any AEP shareholder may 
participate by transmitting an authorization direciing 
AEP to pay the cash dividends to the agent, who 
will purchase unissued shares from AEP for, the 
participant’s account. The price to the participant will 
be 95% of the average of the daily high and low 
price of the common stock on the New York 
Stock Exchange for the five trading days ending on 
the dividend payment date.' A shareholder may also 
invest in shares by optional cash payments, not to 
exceed $3,000 per quarter, at 100% of the average 
market price similarly computed. These optional cash 
purchases are limited to shares not subscribed each 
quarter through dividend reinvestment. A shareholder 
may terminate his participation at any time by ap- 
propriate notification to the agent. 


The bank, as agent, will not vote the shares purchased 
from AEP. The participating shareholders will nave all 
the rights of a stockholder in terms of voting, divi- 
dends and other rights. 


Section 6(a) declares unlawful the issue and sale of 
a secuiity by a registered holding company or a sub- 
sidiary thereof unless authorized by the Commission 
under the standards of Section 7. Section 7 sets 
forth substantive standards, which relate to the type 
and arnount of securities, and the terms and condi- 
tions of their issue and sale. The issue and sale by 
AEP under the plan, which our order has authorized, 
meets these standards, including Sections 7(d)(3) 
and (6) thereof, to which the dissenting shareholder 
specifically refers.” 


Consolidated assets of the AEP system have in- 
creased from $3.3 billion in 1970 to the present 
$6.7 billion. To finance capital requirements the AEP 
subsidiaries regularly sell bonds or other long-term 
debt, or preferred stock. As their common stocks are 
all owned by AEP, they must look to AEP to maintain 
a common equity of about 30%, which AEP provides 
generally by the sale of its own common stock. As 
shown in Appendix B, in 1971 through 1976, AEP sold 
publicly 39 million shares at an aggregate offering 
price of about $817 million. Consolidated common 
equity, which amounts to $1.942 billion, reflects net 
investments from sales in these years and years 
before. The sale of additional common stock, as 
proposed by the plan, is intended-as a supplemental 
means to aid future equity requirements. 


A report we recently submitted to the Congress 
shows that dividend reinvestment plans are extensively 
used today, almost all administered by banks.* For 
the period July-September 1976, there were 693 
plans in force. Most of them offered to reinvest 
dividends through purchases of outstanding securities 
in the secondary market. Only 42 provided for the 
purchase of original issue shares. Nearly all of these 
original issue plans were for utility companies, partici- 
pating shares accounting for about $3 billion out of a 
total of about $7 billion for all plans.* Appendix A 





"AEP common stock dividends are paid quarterly on 
the 10th of the months in March, June, September 
and December. 


Sections 7(d)(3) and (6) provide respectively that the 
Commission shall grant its authorization unless it 
finds that the financing by the sale of the particular 
issue “is not necessary or appropriate to the econ- 
omical and efficient operation of a business” in 
which the company is lawfully engaged, or ‘the terms 
and conditions of the issue or sale of the security 
are detrimental to the public interest or the interest of 
investors or consumers.” 


3See Initial Report on Bank Securities Activities 
(January 3, 1977) (“Initial Report’), pp. 15-35. This 
report was submitted pursuant to Section 11A(E) of 
the Securities Exchange Act of 1934. 


The plan of American Telephone and Telegraph 
Company, one of the largest, is not included in these 
totals, because AT&T administers the plan itself. 
It is not in our Appendix A, infra, which is limited 
to electric or gas utilities. But, like the plan before 
us, it iS an original issue plan and includes a 
5% discount from market. 


‘Initial Report, pp. 24-25. 
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to this Opinion, lists 45 utilities having such type of 
plans, including six holding companies. They have 
gained favor largely as a result of adverse market 
conditions in 1974.° 


AEP’s first plan provided for participation in shares 
purchased in the open market; it was in force for 
two years. Table | shows the pertinent results: 


Participation 
Holders Shares 
(000) 


% of Dollars 
Invested to 
Total Dividend 


Shares 


Dividend Date Holders Shares Purchased 


(000) 


12-10-74 
3-10-75 
6-10-75 
9-10-75 

12-10-75 


1,062 4.3 34 
1,208 
1,324 


1.37 
2.29 
2.15 
2.32 
2.48 
2.20 
2.74 
2.98 
3.04 


1,416 
1,492 
3-10-76 
6-10-76 


9-10-76 


1,626 
1,987 
2,048 


2,111 


12-10-76 


As is readily apparent there has been some improve- 
ment in number of participants and in participating 
shares. Overall, in terms of shares sold and dividends 
invested, the results have been modest. 


The plan had one major deficiency for AEP. It brought 
no funds to its treasury. It did, however, benefit 
participating shareholders through lower commissions 
which the agent secured by volume purchases for 
their account. Under its present plan those partici- 
pating pay no brokerage commission, and the price to 
them is at 95% of average market value as stipulated 
in the plan. For AEP the sale of its own shares 
provides additional equity capital, and at quarterly 
intervals. A public utility does not ordinarily make a 
public offering of its common stock more than once 
in any year. In allowing a 5% discount, AEP joins 
the minority of utilities that had adopted this type of 
plan.® As indicated in Appendix A, five other utility 
companies have a 5% discount; all others sell without 
a discount. 


Dividend reinvestment plans function like the more 
substantial rights offerings to stockholders. Such 
offerings, with the support of a stand-by under- 
writing arrangement, are an established method of 
raising equity capital. It has been frequently employed 
by AEP. Of the last five common stock offerings by 
AEP in 1971-1976, four have been on rights. 


During the subscription period, usually no more than 
15 to 22 days, a stockholder may purchase, in a 
specified proportion to stock ownership, new shares 
at a discount from market fixed by the issuer. In 
the case of AEP the discount ranged from 8% in 
1971 to 7.5% in 1974.’ The right to subscribe is 
transferable, and a shareholder may sell his rights or 
buy others as needed or desired. When the sub- 
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scription period expires the unsubscribed shares are 
sold at market by the underwriters to the public 
generally. 


AEP’s plan, as others, employing the same financing 
technique, is more limited in magnitude and with 
some variations. The rights to new shares are not 
transferable since the shares are paid with the divi- 
dends. There is no underwriter to dispose of unsub- 
scribed shares. The plan begins and continues as an 
offering to stockholders. Subscriptions for whole or 
fractions of shares are in proportion to dividends. Some 
who have adopted such plans have set the price per 
share at 95% of market, and so has AEP. Shares not 
subscribed by reinvested dividends may be purchased 
for cash without a discount and only by stockholders 
and up to $3,000 in amount per quarter. A shareholder 
who did not invest in one quarter may participate in 
subsequent quarters, upon the same terms as stock- 
holders who had previously participated. 


The plan is not a substitute for the large public 
distributions of common stock. It is a supplement to 
AEP’s yearly capital requirements. What the plan, 
with its new features and incentives, will in fact 
accomplish for AEP, will depend on the degree of 
shareholder reception and on future market prices in 
the year during which the plan is expected to be in 
effect. Experience, not a hearing, will provide the 
answers to these imponderables. Section 7(d) sets 
no bars to what must be considered an experimental 
initiative by AEP. 


The objecting stockholder acknowledges generally that 
a plan like AEP’s is desirable. His main objection is 
to the 5% discount which, he contends, discriminates 
against small stockholders. As to them, he alleges, 
the discriminatory consequences of the 5% discount is 
a source of potential dilution and thus may not be 
authorized under the Act. 





°We had occasion to review these market conditions in 
connection with our temporary suspensions of com- 
petitive bidding for common stock of registered 
holding companies. See HCAR 18504 (July 19, 1974); 
HCAR 18646 (November 7, 1974); HCAR 18898 
(March 28, 1975). 


®in the case of AT&T, as of October 1976, about one 
year after it initiated the 5% discount, about 22% 
of its sharehoiders were participating and in 1976 
it raised $430 million through its plan. (Initial Report, 
p. 16, note 1). 


/ 
’Some utilities have allowed a larger discount from’: 
market. 





His claim of alleged discrimination is in part personal 
to him because, he states, as trustee under a 
testamentary trust he is required to distribute the 
common dividends and is thus precluded from rein- 
vesting. The claim of discrimination is enlarged to ex- 
tend to other stockholders similarly situated, meaning 
small stockholders who, like himself, will or may 
have reasons of their own not to participate in the 
plan. He suggests that the plan favors large stock- 
holders, in particular the officers and directors of 
AEP who, according to him, have ‘‘substantial hold- 
ings’’ of AEP stock.® 


We have not examined the trust instrument to which 
the stockholder refers, and there is no need to do so. 
We take it for granted that, for one reason or another, 
many shareholders, large or small, will not participate 
in the plan. If for personal reasons some stockholders 
do not participate, that is not because of constraints 
imposed by the plan, which we are authorizing 
under the Act. Individual needs and circumstances 
will determine each stockholder’s participation, and, 
collectively, they will decide the success or failure of 
the plan. It is not for us to make that decision for 
them by withholding our authorization or to require 
the plan to be amended to accomodate individual 
needs or circumstances. 


A small shareholder, by definition, receives a small 
dividend. Each shareholder’s participation is precise- 
ly in proportion to dividends, and the terms of sale 
apply equally to all, whether the shareholder is a 
director, officer or an investor only. The plan even 
allows an investment in a fraction of a share.? At 
the current quarterly dividend and market prices, a 
shareholder who has one share of AEP stock would be 
entitled to 0.021% of a share, which he may cumulate 
in his account with the agent to full shares and 
receive dividends as well. The optional cash deposits 
are also helpful to the small shareholder, permitting 
him to round off to a more useful magnitude the 
small quantity of stock which he may purchase with a 
small dividend. The affluent stockholder could make 
gfeater use of the optional cash purchases, but the 
$3,000 limit precludes him from significantly increasing 
his proportionate interest in AEP.'° As Table | in- 
dicates, AEP’s earlier plan appealed to the smaller 
stockholder, since about 4% in number of partici- 
pating stockholders owned only about 2% of total 
outstanding shares. This appeal is preserved in the 
present plan, to which are added other incentives, 
chiefly the 5% discount. 


The dissenting stockholder also claims that the 5% 
discount will cause ‘‘dilution,’” but he does not specify 
how much dilution would occur and in what respects. 
We will examine his contention in terms of book 
values and earnings per share. 


AEP now has outstanding 93 million shares, and under 
the plan AEP proposes to sell up to 2 million shares 
of its common stock. At the current market price of 
about $25 per share, a sale of all the shares at a 5% 
discount, or $23.75 per share, would yield to AEP 
$47.5 million; at market, to fetch the same amount, 
only 1.9 million shares need be sold. The following 
table compares book value per share at September 
30, 1976 and pro forma: 


Pro Forma 
Consolidated 2 million Addi- 1.9 million Addi- 
Book Value tional Shares _ tional Shares 


Shares 93.0 million 
Per 
Share 


95.0 million 94.9 million 


$20:88 $20.94 $20.96 

In either case the price per share would be much 
more than book value, and the difference between a 
sale at market and at a discount would be only two 
cents per share. In terms of net income the results 
would also be minimal. Net income as of September 30, 
1976, was $218.4 million, or $2.348 per share." 
Pro forma, net income per share would be $2.299 
if sold at market, and $2.301 at the 5% discount. 
The difference is two mills per share. 





8The source of this characterization is stated to be 
AEP’s Proxy Statement, dated March 18, 1976. The 
actual text discloses that the 13 board nominees, 
some of whom are also officers, hold 51,411 shares, 
including shares held by members of their immediate 
families. This represents 0.06% of the outstanding 
AEP shares. 


%Although AEP will not issue any fractional shares 
under the plan, the participants receive undivided 
fractional interests in full shares held by the agent for 
their account and are credited with their portions of 
the dividends thereon. The only restriction is that 
fractional share interests may not be withdrawn in 
kind, but they can be sold, through the agent and 
the proceeds withdrawn in cash at any time. 


At current market prices, optional cash purchases 
are limited to 120 shares for each shareholder in any 
quarter. 


"The registration statement shows the same net 
income and computes per share earnings at $2.47 
a share. This reflects the fact that ten million shares 
sold last February were outstanding for only part of 
the 12 months, during which the $218 million was 
earned. Since this kind of adjustment is irrelevant to 
our comparison, we use a simpler calculation. 
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The comparative results we have indicated do not 
depend on a sale of all shares covered by the plan 
or on current market prices. The differential effects 
would remain minimal, and even less discernible, if 
future market prices decline or lesser amounts of 
shares are sold under the plan. In all these com- 
parisons, we have not considered the costs of the 
plan. They would be the same, whether the shares 
are sold at market or at a 5% discount. 


In its response to the stockholder AEP states, as we 
have already noted, that in a rights offering, the 
discount from market has exceeded 5%. It goes on 
to state that market values are affected by the 
announcement of a general public offering, and that 
this influence and the underwriting fees associated 
with the offering ‘would normally be significantly in 
excess of 5%.’’ This conclusion is at best a debatable 
one. But we do not address ourselves to this issue, 
and, in light of our previous discussion, our decision 
does not rest in any way in AEP’s representations 
on this subject. 


The stockholder refers to Section 12/d) of the Act 
which regulates the sale of utility assets or public 
utility securities owned by a registered holding com- 
pany. He suggests that sale by AEP of its own 
common stock is a sale of an interest in the under- 
lying utility assets, which should require approval 
under Section 12(d) as well as under Section 7. 
This is a convoluted and redundant interpretation of 
the Act, sirice Section 7 deals comprehensively with 
the sale of AEP’s own common stock. Section 12(d) 
would not add anything of significance to what 
Section 7 expressly requires. 


He also inquires whether Section 12(e) of the Act 
and Rule 61 thereunder are applicable. Section 12(e) 
authorizes the Commission to act by rule or order. 
It regulates solicitation of proxies or authorizations 
in respect of securities of Companies subject to the 
Act. 


AEP’s plan includes the solicitation from AEP share- 
holders of an authorization to the agent to collect 
dividends on their shares and apply them to the 
purchase of AEP stock. This authorization is an es- 
sential part of the plan. The stock offering is registered 
under the Securities Act of 1933; the registraticn 
statement is included in the statutory record in this 
proceeding and in accordance with Section 7(a) 
of the Act; and each shareholder is furnished the 
required prospectus. 


Rule 61 adopts by reference the proxy regulations 
under the Securities Exchange Act of 1934. But it 
does not apply to solicitations in connection with 
transactions, such as AEP’s proposal, that otherwise 
requires approval or authorization under the Act. 
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This transaction is governed by Rule 62. Rule 62(c) 
contemplates concurrent consideration of the trans- 
action under the substantive requirements of the Act 
and the related solicitation under Section 12(e). 
Subsection (d) of the Rule provides that unless 
differently ordered by the Commission the authority 
to solicit becomes effective when the transaction it- 
self is authorized. In this case, our order permitted 
AEP to issue and sell its stock pursuant to the plan 
under all applicable provisions of the Act, which in- 
cludes Section 12(e) and Rule 62.'2 


The stockholder requests that we conduct a hearing 
to determine whether the plan is within the provisions 
of AEP’s articles of incorporation with respect to 
preemptive rights. The record contains an unqualified 
opinion of AEP’s counsel that consummation of the 
proposed transactions will not violate the legal rights 
of the holders of any AEP securities. This opinion 
appears to be consistent with the provisions of the 
articles as related to preemptive rights. 


Preemptive rights apply only to AEP stock sold solely 
for money and other than by a public offering. 
Whether or not required, the plan is designed to 
provide an equivalent of preemptive rights. The 
primary offering is to all AEP stockholders in pro- 
portion to their dividends. The $3,000 optional cash 
purchase is expressly limited to shares not subscribed 
in the primary offering in any one quarter. As we 
have noted, in a general rights offering unsubscribed 
shares are sold to the public at large; under the plan, 
they are offered to stockholders only. 


An offer by AEP to sell 2 million shares of its 
stock to 250,000 shareholders is a public offering 
under the statutes we administer. We do not decide 
whether in this or other respects AEP’s offering is in 
accord with its charter as it may be interpreted 
under the laws of New York, AEP’s state of incorpora- 
tion. Our authorization only determines that the Act 
which we administer has been satisfied. Section 21 
of the Act preserves to the stockholder any remedy 
that he may wish to pursue under the New York 
law. A collateral legal dispute of this kind, even 
pendente /ite, does not call upon us to withhold our 
authorization under the Act." 


The proposed sale of AEP stock is governed by 
Rule 50 under the Act, which generally requires that 
such sales be made by competitive bidding. AEP 





"Cf. SEC v. Associated Gas and Electric Company, 
99 F. 2d 795, 797-798 (C.A. 2, 1938). 


“Massachusetts Utilities Associates, 5 S.E.C. 88, 
99 (1939). 





originally relied on paragraph (a)(1) of Rule 50 for 
the necessary exemption. It automatically exempts 
stock issued ‘‘pro rata to existing holders’’ of sec- 
urities pursuant to any preemptive right or privilege. 
While the stock paid with dividends would clearly 
qualify for that exemption, its application to the 
stock purchased by optional cash deposits is not free 
from doubt. AEP accordingly amended its application 
to seek a specific exemption under Paragraph (a)(5) 
of Rule 50,4 which our order granted. No under- 
writer's fees or equivalent charges are paid under the 
plan, and the selling price is objectively related to 
current market prices. Competitive bidding was not 
designed for a dividend reinvestment plan. To deny an 
exemption from competitive bidding would ‘in effect 
be a rejection of the plan itself. 


Finally, although Section 20(c) provides that an order 
shall issue after opportunity for hearing, that does 
not mean that a hearing, when requested, must be 
granted.'"® In this case, a notice of AEP’s proposal 
was duly issued (HCAR 19816). It provided that any 
interested person may file objections and request a 
hearing. It required such person to state his reasons 
therefor and to specify the issues of fact or law 
he desires to controvert. The stockholder did so 
within the time specified in the notice. We have con- 
sidered his request for a hearing, which we deny 
because, for reasons we have discussed, he has not 
presented any issues for the resolution of which a 
hearing is needed or required. As the record is more 
than adequate to dispose of the issues he presented, 
our denial is within the range of discretion allowed 
in Gulf States." 


By the Commission, 


Geo: ge A. Fitzsimmons 
Secretary 





‘Paragraph (a)(5) of Rule 50 provides for an ex- 
emption if the Commission finds that the competitive 
bidding procedure is not required to assist in deter- 
mining the reasonables of the renumeration to be 
paid the underwriter, or whether the terms of the 
sale are detrimental to the public interest or the 
interest of investors or consumers. 


See Gulf States Utilities, Co. v. ederal Power 
Commission, 411 U.S. 747, 762-764 (19733). 


See Middle South Utilities, Inc., 44 S.E.C. 532 
(1971) and 44 S.E.C. 548 (1971), affa 481 F. 2d 
1101 (C.A. D.C. 1973); New England Electric System, 
HCAR 18149 (October 31, 1973) and HCAR 18254 
(January 11, 1974), aff'd 516 F. 2d 711 (C.A. D.C. 
1975), cert. den. 423 U.S. 1052 (1976); Public Ser- 
vice Company of Oklahoma, HCAR 19090 (July 17, 
1975); New England Power Co., HCAR 18863 
(March 13, 1975). 


Registered Holding 
Companies 


Central & South 
West 

General Public 
Utilities 

Middle South 
Utilities 


Northeast Utilities 
Ohio Edison 


Southern Company 


Other Utility 
Companies in 1976 


Arizona Public 
Service 

Atlantic City 
Electric 

Central Illinois 
Light 

Central Vermont 
Public Service 

Cleveland Electric 
Illuminating 

Dayton Power & 
Light 

Delmarva Power 
& Light 

Detroit Edison 


Duke Power 
El Paso Electric 


Florida Power 
Corporation 

Gulf States 
Utilities 

Illinois Power 
Company 

lowa Illinois 
General Electric 

lowa Public 
Service Company 

Interstate Power 


Long Island 
Lighting 

Minnesota Power 
& Light 

New England Gas 
Electric Assn. 

Niagara Mohawk 


Northern Indiana 
Public Service 

Northern States 
Power 


APPENDIX A 


Consolidated 
Assets as of 
12-31-75 
(in millions) 
1,982 
3,632 


3,635 


2,742 
2,048 


Pricing Method 


Average high/low price on divi- 
dend payment date 

95% of average high/low price 
on payment date 

Average high/low price for the 
3 days preceding ‘investment 
date”’ 

Average of closing prices 15 
days before dividend date 

Average closing prices 5 days 
before “investment date”’ 

Average closing price for last 5 
days before dividend payment 
day 


Average high/low price on divi- 
dend date 

Average high/low price on “‘in- 
vestment date”’ 

Average high/low price on divi- 
dend date 

Average “‘asked price’ 5 days 
before dividend date 

Average high/low price on divi- 

dend date 

Average high/low price on divi- 
dend date 

Average high/low price on 
“pricing date”’ 

Average high/low price on divi- 
dend date 

Average high/low price on divi- 
dend date 

Average closing bid/ask price 
on dividend date 

Average high/low price on divi- 
dend date 

Average high/low price en “‘in- 
vestment date”’ 

Average high/low price on “‘in- 
vestment date” 

Last market price before pur- 
chase 

Average of high/low on “‘in- 
vestment date” 

Average closing price for 3 
days in advance of dividend 
date 

Average high/low price on divi- 
dend date 

95% of closing price on divi- 
dend date 

Average high/low price on divi- 
dend date 

Average high/low price on divi- 
dend date 

Average high/low price on divi- 
dend date 

Average of closing prices 3 
days before ‘investment 
date” 
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Orange and 
Rockland Utilities, 
Inc. 

Pacific Gas & 
Electric 

Pennsylvania 
Power & Light 

Portland General 
Electric 

Potomac Electric 
Power 

Public Service 
Company of 
Colorado 

Public Service 
Electric & Gas 

Puget Sound 
Power & Light 

Rochester Gas 
& Electric 

San Diego Gas 
& Electric 

Sierra Pacific 
Power 

South Carolina 
Electric & Gas 

Southern Cali- 
fornia Edison 

United 
Illuminating 

Union Electric 


95% of closing price on divi- 
dend date 


Average of high/low price 5 
days before dividend date 

95% average high/low price on 
“investment date”’ 

Average high/low price on divi- 
dend date 

Average high/low price on divi- 
dend date 

Average high/low price on divi- 
dend date 


Average high/low price on divi- 
dend date 

Closing price on ‘‘investment 
date”’ 

Average high/low price on divi- 
dend date 

Average high/low price on 
“pricing date” 

Closing price on dividend date 


95% average high/low price on 
dividend date 

Average high/low price on divi- 
dend date 

Average high/low price on divi- 
dend date 

Closing price on ‘‘investment 
date”’ 

Utah Power & Closing price on dividend date 
Light 

Wisconsin 
Electric Power 


Average high/low price on “‘in- 
vestment date’ 


Total 


APPENDIX B 


PUBLIC OFFERINGS BY AEP 
— 000 omitted — 


Public 
Offering 
Price* 


Under- 
writers** 
Date* FileNo. Shares Commission % 
8-26-71 70-5055 
No Offering in 1972 
3-28-73 70-5305 
3-38-74 70-5453 
3-26-75 70-5615 
2-18-76 70-5788 


5,500 $139,150 $1,391 1.00 
6,500 
7,000 
10,000 


10,000 


156,000 
162,750 
163,750 
196,000 


1,381 .89 
1,737 1.07 
8,600 5.25 
2,019 1.03 


PER SHARE 


Premium 
Over 
Book 


Discount 
From 
Market 


Offering 
Price Market** Book Value 


fa) (b) (c) (b-a)/b (a/c) 
8-26-71 
3-28-73 
3-28-74 
3-26-75 
2-18-76 


25.300 
24.000 
23.250 
16.375 
19.600 


27.500 
26.000 ae 
25.125 7.5 
16.375 --- 
21.250 7.8 


8.0 66.55 
41.01 
26.64 
(12.10) 


5.89 
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All preemptive rights offerings, except 1975. 

The actual commission paid on completion of the offering and 

reported under Rule 24. 

*** Closing price on the New York Stock Exchange on the day 
preceding the offering, as stated in the prospectus. 


** 
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INVESTMENT COMPANY ACT OF 
Release No. 9673/.March 11, 1977 


1940 


SEE 


SECURITIES ACT OF 1933 
Release No. 5816/March 11, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9674/March 11, 1977 


In the Matter of 
FEDERATED MUNICIPAL BOND FUND, LTD. 
and 


MANAGED MUNICIPAL BOND FUND, LTD. 
Federated Investors Building 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(811-2645) 
(811-2651) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANIES HAVE CEASED TO 
BE INVESTMENT COMPANIES. 


NOTICE IS HEREBY GIVEN that Federated Municipal 
Bond Fund, Ltd. (‘‘Federated’’), and Managed Muni- 


cipal Bond Fund, Ltd. (‘’Managed’’) (collectively 
referred to as ‘‘Applicants’’), registered under the 
Investment Company Act of 1940 (the ‘‘Act’’) as 
diversified, open-end management investment com- 
panies, filed an application on October 22, 1976 and 
amendments thereto on December 17, 1976, and 
March 8, 1977, for an order of the Commission, 
pursuant to Section 8(f) of the Act, declaring tha 
Applicants have ceased to be investment companies 





as defined in the Act. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein, which are summarized below. 


Federated represents that it proposed to organize as 
a limited partnership under the laws of the State of 
Nebraska, and that, on June 28, 1976, it registered 
under the Act and filed a Form S-5 Registration 
Statement under the Securities Act of 1933. Managed 
also represents that it proposed to organize as a 
limited partnership under the laws of the State of 
Nebraska, and that, on July 9, 1976, it registered 
under the Act and filed a Form S-5 Registration 
Statement under the Securities Act of 1933. However, 
Applicants represent further (1) that the organizational 
details and required filings under the limited partner- 
ship statutes were not completed; (2) that they 
engaged in no business activity outside the State of 
Pennsylvania; and (3) that they were general partner- 
ships under state law. 


Applicants state that, as a result of certain provisions 
of the Tax Reform Act of 1976 permitting income 
from municipal bonds to be passed through tax 
free to shareholders of investment companies in 
corporate form, they have decided not to proceed 
with registration under the Act and the Securities 
Act of 1933. Accordingly, Applicants submit that 


they have requested that their respective Form S-5 
Registration Statements be withdrawn. Applicants 
submit further that neither Applicant ever engaged 
in any public distribution; that no shares were ever 
issued; and that they do not intend, singularly or 
jointly, to have a public offering of their shares. 
They represent that they have abandoned all activities; 
that they have ceased to function as partnerships; 
and that they will not proceed in any other form. 
Applicants state that neither of them: has, or has had, 
any assets or liabilities, and that their expenses incurred 
in preparing to organize were absorbed by Federated 
Investors, Inc. 


Section 8(f) of the Act provides, in part, that when 
the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order, 
and that, upon the taking effect of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 5, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for 
a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 


thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9675/March 11, 1977 


In the Matter of 


ADVISERS FUND, INC. 
c/o Delfi Management 
Greenville Center 

3801 Kennett Pike 
Wilmington, Delaware 19807 


(811-589) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT THE APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


On February 14, 1977, a notice was issued (Invest- 
ment Company Act Release No. 9646, stating that 
Advisers Fund, Inc. (‘‘Applicant’’), registered under 
the Investment Company Act of 1940 ("Act’’) as an 
open-end, diversified management investment com- 
pany, filed an application on January 21, 1977, for 
an order of the Commission pursuant to Section 8(f) 
of the Act, declaring that it has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
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unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found 
that Applicant has ceased to be an investment com- 
pany. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Advisers Fund, Inc., under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9676/March 14, 1977 


In the Matter of 


BULLOCK FUND, LTD. 

BULLOCK TAX-FREE SHARES, INC. 
CANADIAN FUND, INC. 

DIVIDEND SHARES, INC. 

MONTHLY INCOME SHARES, INC. 
NATION-WIDE SECURITIES COMPANY, INC. 


and 


CALVIN BULLOCK, LTD. 
One Wall Street 
New York, New York 10005 


(812-4064) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
PERMITTING AN OFFER OF EXCHANGE AND PUR- 
SUANT TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT. 


Bullock Fund, Ltd., Canadian Fund, Inc., Dividend 
Shares, Inc., Monthly Income Shares, and Nation- 
Wide Securities Company, Inc. (herein collectively 
referred to as the ‘’Funds’’), and Bullock Tax-Free 
Shares, Inc. ('’Tax-Free’’), all registered under the 
Investment Company Act of 1940 (the “‘Act’’) as 
open-end, diversified, management investment com- 
panies, and Calvin Bullock, Ltd. (‘‘Bullock’’), (herein 
collectively referred to with the Funds and Tax- 
Free as the ‘‘Applicants’’), filed an application on 
December 15, 1976, and an amendment thereto on 


2030/SEC DOCKET 


February 3, 1977, for an order (1) pursuant to Sec- 
tion 11(a) of the Act permitting the Funds and Bullock 
to offer to exchange shares of the Funds for shares of 
Tax-Free on a basis other than their relative net 
asset values, and (2) pursuant to Section 6(c) of the 
Act granting an exemption from Section 22(d) of the 
Act in connection with such exchanges. 


On February 14, 1977, a notice was issued (Invest- 
ment Company Act Release No. 9645) of the filing of 
the application. The notice gave interested persons an 
opportunity to request a hearing and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. 
No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 11(a) of the 
Act, that the proposed exchange offer be, and here- 
by is, approved. 


IT 1S FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
Section 22(d) of the Act, to the extent requested, be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9677/March 15, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5817/March 15, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9678/March 17, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13385/March 17, 1977 








INVESTMENT COMPANY ACT OF 1940 
Release No. 9679/March 17, 1977 


In the Matter of 


ASSOCIATION FOR INVESTMENT IN UNITED 
STATES GUARANTEED ASSETS, INC. 

HUNTOON, PAIGE & CO., INC. 

HUNTOON, PAIGE SECURITIES CORPORATION 

UNITED FIRST MORTGAGE CORPORATION 


and 


HUNTOON, PAIGE HOLDING CORPORATION 
44 Wall Street 
New York, New York 10005 


(812-3785) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTIONS 17(a) AND 17(d) OF 
THE ACT AND RULE 17d-1 THEREUNDER AND 
FOR AN ORDER PURSUANT TO SECTION 28(b) 
OF THE ACT. 


NOTICE IS HEREBY GIVEN that an application was 
filed on March 25, 1975, and amendments thereto 
on November 10, 1975, May 23, 1976, and September 
13, 1976, by the following persons: Association 
for Investment in United States Guaranteed Assets, 
Inc. (“USGA”), a face-amount certificate company 
registered under the Investment Company Act of 
1940 (the ‘‘Act’’); Huntoon, Paige & Co., Inc. 
(“HP”), a broker-dealer of mortgages and GNMA 
certificates; Huntoon, Paige Securities Corporation 
(‘Securities’), a GNMA certificate dealer and special- 
ist in odd-lot GNMA certificate transactions; First 
United Mortgage Corporation (‘‘Mortco’’), a mortgage 
banker; and Huntoon, Paige Holding Corporation 
(‘Holding’), the parent of all of the above com- 
panies (USGA, HP, Securities, Mortco and Holding 
are collectively referred to as ‘‘Applicants’’). The 
application requests an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting 
certain loans that USGA proposes to make to the 
other Applicants from the provisions of Sections 
17(a) and 17(d) of the Act and Rule 17d-1 there- 
under, and an order, pursuant to Section 28(a) of 
the Act, authorizing such loans as qualified invest- 
ments for a face-amount certificate company, and 
permitting such loans to be valued at cost. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


USGA was organized and is wholly-owned by Hold- 
ing. USGA is registered under the Act as a face- 
amount certificate company and has issued certificates 
in the total face-amount of $38,345,000. 


HP, a wholly-owned subsidiary of Holding, is a 
dealer in GNMA certificates and a mortgage broker 
that specializes in the sale of FHA-insured and VA- 
guaranteed mortgage loans in the institutional second- 
ary market. HP obtains mortgage loan offerings from 
banks and mortgage bankers and sells them to savings 
and loan associations, savings banks, commercial 
banks, insurance companies and pension funds. 


Securities, a wholly-owned subsidiary of Holding, is 
registered as a broker-dealer under the Securities 
Exchange Act of 1934 and is a member of the NASD. 
Securities also owns a seat on the PBW Stock Ex- 
change and is a member of the Pacific Coast Ex- 
change and The Chicago Board of Trade. Securities 
is a dealer in GNMA certificates and maintains a 
specialist book in odd-lot GNMA certificate 
transactions. 


HP and Securities maintain inventories of GNMA 
certificates and seek permission to borrow from USGA 
on the security of their GNMA inventories. 


Mortco, another subsidiary of Holding, is an FHA- 


approved mortgagee and services, for a standard 
fee, GNMA pools totaling $186,206,953 in principal 
balances as of March 31, 1976. Mortco services 
other loans with opprincipal balances totaling 
$175,946,028 as of March 31, 1976, for 52 institutional 
investors. Mortco also originates mortgages and en- 
gages in the other customary activities of a mortgage 
banker. Mortco seeks permission to borrow from 
USGA on the security of FHA-insured and VA- 
guaranteed mortgages or GNMA certificates. 


Holding is the parent of, and exercises control over, 
USGA, HP, Securities, and Mortco. Section 2(a)(3) 
of the Act, in pertinent part, defines an affiliated 
person of another person to mean any person directly 
or indirectly controlling, controlled by, or under com- 
mon control with such other person. 


USGA wishes to act as a warehousing bank for its 
affiliates by loaning its assets, at the prime interest 
rate, to Mortco, HP, or Securities. Such loans will be 
fully secured by FHA-insured and VA-guaranteed 
mortgages or GNMA certificates. 


Specifically, Mortco will commit to sell, and a dealer 
(which, in some instances, may be HP or Securities) 
or a third party permanent investor will commit to 
buy GNMA certificates, FHA-insured mortgages, or 
VA-guaranteed mortgages. These mortgages or 
GNMA’‘s will be created by Mortco with loans from 
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USGA. The mortgages or GNMA’s will be assigned 
to USGA in blank as collateral for the loan. On 
the delivery of the mortgages of GNMA’s to the dealer 
or permanent investor under the commitment, USGA 
will receive the proceeds of the sale to satisfy its loan. 


To the extent that Mortco does not use USGA, HP 
or Securities will do so by borrowing from USGA on 
the security of their GNMA inventory. It is anticipated 
that USGA will use Mortco as the primary source of 
investment. USGA’s affiliates will produce curient 
loan investments in an amount sufficient to keep 
USGA fully invested. The affiliates agree to repay any 
and all such loans on demand by USGA and agree to 
support this obligation with warehouse lines of 
credit at major commercial banks. 


The terms and conditions of such loans with respect 
to the term of the loan and maintenance of collateral 
will be no more favorable to USGA’s affiliates than 
the terms of loan commitments made to such affili- 
ates by their lending institutions, and will be modified 
by USGA from time to time, if required, to reflect 
any changes in current terms and conditions of the 
laws made to such affiliates by their lending institu- 
tions. 


As interest on the loan, USGA will receive the prime 
rate. The prime rate will be determined by reference 
to the average prime rate charged by the following 
banks: The Bank of America, Security Pacific 
National Bank, First National City Bank, and The 
Morgan Guaranty Trust Company. The prime rate 
will be calculated on the last business day of the 
month and will be applied retroactively for the month. 


The current investment policy of USGA is to main- 
tain a portfolio which consists of approximately 
75% GNMA certificates and 25% short-term U.S. 
Treasury bills. As of October 28, 1976, the yield on 
GNMA certificates was approximately 8% and the 
yield on short-term U.S. Treasury biils was ap- 
proximately 5%. At such rates, USGA’s combined 
yield was approximately 7% %. 


The prime rate, as of October 28, 1976, was 6% %. If 
the requested exemption order were granted and 
implemented at the current prime rate, USGA's yield 
would be reduced. During 1973 and 1974, however, 
an implementation of the requested exemption order 
would have produced the opposite result because 
during that period the prime rate exceeded the then 
current yields on GNMA certificates and short term 
U.S. Treasury bills. 


Applicants assert that implementation of the requested 
order of exemption, however, will benefit USGA by 
permitting it to eliminate the risk of depreciation in 
value of its underlying assets associated with invest- 
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ment in long-term debt securities, i.e., mortgages, 
while at the same time, allowing USGA to earn a more 
favorable rate of return (the prime rate) than it 
could earn as a normal institutional investor in short- 
term debt instruments such as certificates of deposit 
or U.S. Treasury bills. 


Section 17(a)(3) of the Act, in pertinent part, 
prohibits an affiliated person, or promoter of, or 
principal underwriter for, a registered investment com- 
pany, or any affiliated person of such a person, 
promoter, or principal underwriter, acting as principal, 
from borrowing money or other property from such 
registered company. Section 17(b) of the Act provides 
that the Commission may exempt a proposed trans- 
action from the provisions of Section 17(a) if the 
evidence establishes that the terms of the proposed 
transaction, including the consideration to be paid or 
received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned 
and that the proposed transaction is consistent 
with the policy of the registered investment com- 
pany and the purposes of the Act. 


Section 17(d) of the Act and Rule 17d-1 there- 
under, in pertinent part, prohibit an affiliated person 
of, or principal underwriter for, a registered invest- 
ment company, or an affiliated person of such a 
person or principal underwriter, acting as principal, 
from participating in, or effecting any transaction in 
connection with, any joint enterprise or other joint 
arrangement or profit-sharing plan in which such 
registered company is a participant unless an ap- 
plication regarding such joint enterprise, arrange- 
ment or profit-sharing plan has been filed with the 
Commission and has been granted by an order. 
In passing upon such applications, the Commission 
will consider whether the participation of such 
registered company in such joint enterprise, joint 
arrangement or profit sharing plan on the _ basis 
proposed is consistent with the provisions, policies 
and purposes of the Act and the extent to which 
such participation is on a basis different from or less 
advantageous than that of other participants. 


Section 28(b) of the Act, in pertinent part, makes 
it unlawful for a registered face-amount certificate 
company to issue or sell any face-amount certificate, 
or to collect or accept any payment on any such 
certificate, unless such company has sufficient 
reserves aS computed in Section 28(a) in cash or 
invested in qualified investments. Qualified invest- 
ments are defined to mean investments of a kind 
life insurance companies are permitted to invest 
in, or hold under the provisions of the Code of the 
District of Columbia, and such other investments as 
the commission shall by rule, regulation, or order 
authorize as qualified investments. Qualified invest- 
ments are valued in accordance with the Code where 





such provisions are applicable. Other qualified invest- 
ments shall be valued in accordance with such rules, 
regulations, or orders as the Commission shall 
prescribe for the protection of investors. Loans are 
not qualified investments under the Code of the 
District of Columbia. 


Section 6(c) of the Act, in pertinent part, provides 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions, from 
any provision, or provisions of the Act or any rule 
or regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicants request an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting the 
proposed loans from the provisions of Sections 17(a) 
and 17(d) of the Act and Rule 17d-1 thereunder and 
an order, pursuant to Section 28(b) of the Act, 
authorizing the proposed loans as qualified invest- 
ments and permitting such loans to be valued at cost. 


Applicants have consented that any order the Com- 
mission may issue pursuant to this application be 
conditioned as follows: 


1. No loan by USGA to an affiliate shall involve 
any fee for origination to be paid by USGA. 


2. The affiliates’ warehousing loan line of credit will 
equal the total amount of reserves less amounts 
borrowed by certificate holders. 


3. The terms and conditions of the proposed loans 
are intended to insure that the affiliates will be able 
to repay such loans to USGA on demand. In sum- 
mary, they provide that each loan wil be backed 
by a purchase commitment from a permanent in- 
vestor, the mortgage as collateral, a commercial line 
of credit in sufficient amount to roll over the loan, 
and the continuing guarantee of Holding. The detailed 
terms and conditions of the loans will be as follows: 


(a) Duration: Loans will be made to affiliates for such 
period or periods as may be required by commitments 
from investors or dealers, but it is not expected 
that any loan will exceed one year. Any loan can 
be called on demand by USGA. 


(b) Security: Assignment of notes and first trust 
deeds (unrecorded) covering FHA/VAs and assign- 
nent of GNMA certificates or other U.S. Govern- 
ment backed securities. 


(c) Eligible Loans: Committed FHA/VA and GNMAs 
Up to the full amount of the unloaned reserves at 
any one time to be available for funding FHA/VA 
loans on existing buildings or GNMA certificates. 


1) /nterest — Prime rate, payable monthly. Same day 
change, (360 day basis). 


2) Terms of Note — 6 months, renewal permitted 
with prior approval, payable on demand by USGA. 


3) Advances — Are not to exceed the takeout com- 
mitment. 


(d) Additional security: 


1) Full continuing guarantee of Holding to the ex- 
tent required by the Banks providing warehousing 
lines to Mortco HP or Securities. 


2) Supplementary warehouse lines from one or more 
major commercial banks. 


3) All loans are to be supported by and conform to 
specifications of specific or area takeout commit- 
ments from responsible permanent investors or 
dealers. 


(e) Available for Inspection by Commission: 


1) Annual C.P.A. consolidated annual statement of 
Holding and its subsidiaries, within 90 days from 
year end, plus quarterly unaudited financial state- 
ments covering Holding and its subsidiaries. 


2) Monthly report showing warehouse utilization 
together with takeout commitment position. Report 
to include unused takeout commitment position. Re- 
port to include open amount of supplementary ware- 
house lines. 


4. Continuing effectiveness of the orders of exemption 
sought hereby is conditioned on the prime rate 
being 3% % or more. 


5. All transactions referred to herein shall be carried 
out in accordance with the representations made by 
Applicants in the application for this order. 


6. Applicants will file with the Commission reports 
with respect to all fees paid to any affiliates. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 11, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request and the issues, if any, of fact or law 
proposed to be comtroverted, or he may request 
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that he be notified if the Commission should order 
a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application herein 
will be issued by the Commission as of course 
following said date, unless the Commission there- 
after orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9680/March 17, 1977 


In the Matter of 


G. T. PACIFIC FUND, INC. 
555 California Street, Suite 2840 
San Francisco, California 94104 


(812-4048) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM CERTAIN PROVISIONS OF RULE 
22c-1, AND PURSUANT TO SECTION 22(e)(3) OF 
THE ACT FOR ORDER THEREUNDER. 


NOTICE IS HEREBY GIVEN that G. T. Pacific Fund, 
Inc. (‘‘Applicant’’), registered under the Investment 
Company Act of 1940 (the ‘’Act’’) as an open-end, 
diversified management investment company, filed an 
application on October 29, 1976, for an order of the 
Commission (1) pursuant to Section 6(c) of the Act, 
exempting Applicant from certain provisions of Rule 
22c-1 thereunder, to permit Applicant to calculate the 
net asset value of its shares as of the close of trading 
on the Tokyo Stock Exchange (’’TSE”’) next occurring 
after the close of trading on the New York Stock 
Exchange ("NYSE’’) and (2) pursuant to Section 
22(e)(3) of the Act, permitting Applicant to suspend 
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the right of redemption and postpone the date of 
payment or satisfaction upon redemption for more 
than seven days during periods when (a) the TSE is 
closed, for other than customary weekend or holiday 
closings, or (b) trading thereon is restricted. Amend- 
ments to said application were filed on November 23, 
1976, December 9, 1976, and January 7, 1977. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant states that its primary investment objective 
is to seek long-term capital appreciation primarily 
through investment in equity securities of Japanese 
corporations. It also states that under normal condi- 
tions it expects that at least 80 percent of its assets 
will be invested in equity securities of Japanese issuers 
and that it expects that at least 90 percent of such 
securities will be purchased in the Japanese securities 
markets. According to the application, these Japanese 
securities will, in most instances, be listed on one or 
more stock exchanges in Japan (primarily, the TSE). 


Rule 22c-1 


Rule 22c-1 adopted from the Act provides, in part, 
that no registered investment company issuing re- 
deemable securities, nor a principal underwriter of, or 
dealer in, such securities, shall sell, redeem, or re- 
purchase such securities except at a price based upon 
the current net asset value which is next computed 
after receipt of a tender of any such security for 
redemption or of an order to purchase or sell such 
security. The Rule requires that such computation be 
made not less frequently than once daily as of the 
time of the close of trading on the NYSE. 


Applicant asserts that one purpose of Rule 22c-1 is to 
eliminate or reduce as far as is reasonably practicable 
any dilution of the vaiue of outstanding redeemable 
securities of registered investment companies that 
could result from (1) the sale of such securities at a 
price below their net asset value or (2) the redemption 
or repurchase of such securities at a price above their 
net asset value. According to the application, such 
dilution could occur through the practice of selling 
and redeeming securities at a price based upon a 
previously established net asset value (‘backward 
pricing’’) and such pricing would permit speculative 
trading whereby an investor could take advantage of 
an upswing in the market and an accompanying in- 
crease in the net asset value of investment company 
shares by purchasing such shares at a price which 
did not reflect the increase. 


As described above, Applicant represents that it will 
be substantially invested in Japanese securities, pur- 
chased in the Japanese markets. Applicant states that 





because Tokyo time is 14 hours ahead of Eastern 
Standard Time (“EST”), if it were to comply with the 
requirements of Rule 22c-1 and determine its net asset 
value as of the close of trading on the NYSE, a form 
of pricing might result which would be analogous to 
backward pricing. According to the application, as of 
the close of the NYSE (4 p.m. EST or 6 a.m. the next 
day in Tokyo) the most current quotations for port- 
folio securities traded on the TSE would be the prices 
prevailing as of the previous close of the TSE (1 a.m. 
EST) which took place prior to the opening of busi- 
ness in New York. 


To enable it to price its shares in a manner consistent 
with the principles of Rule 22c-1, Applicant proposes 
to determine its net asset value as of the time of the 
close of trading on the TSE which next occurs after 
the close of trading n the NYSE. Applicant, therefore, 
seeks an order of the Commission pursuant to Sec- 
tion 6(c) of the Act, exempting it from the provisions 
of Rule 22c-1 to enable it to price in this manner. In 
this regard, Applicant has undertaken that if at any 
time subsequent to three months after its initial public 
offering less than 50 percent of the value of its port- 
folio securities consists of securities of Japanese 
issuers purchased in Japan, it would price its shares 
in accordance with the provisions of Rule 22c-1 as 
then in effect, and would promptly notify the Com- 
mission of such change. Applicant asserts that the 
initial three month exception from this requirement is 
necessary because some period of time may elapse 
before the proceeds of its initial offering are fully 
invested, and it states that, during such period, a 
large portion of the proceeds may be invested in 
money market instruments. Applicant states further 
that, in connection with the determination of net 
asset value, any assets or liabilities initially expressed 
in terms of Japanese yen would be translated into 
United States dollars at the yen-dollar foreign ex- 
change rate in effect as of the opening of the U. S. 
foreign exchange market the morning following valua- 
tion. 


Applicant, which has its principal executive offices 
in San Francisco, states that it will accept orders to 
purchase and redeem its shares on a Monday 
through Friday basis, except holidays, and that such 
orders received before 4 p.m. Pacific Standard Time 
(“PST”) will be effected at net asset value per share 
determined as of the close of trading on the TSE 
which next occurs following the close of the NYSE 
on the day such order is received. If -t any time 
more than 20 percent of the value of its portfolio 
securities (excluding money market instruments of 
the type generally traded in the western U. S. 
markets) are securities of U. S. issuers, Applicant has 
undertaken to close its order books at 1 p.m. PST, 
he time of the close of trading on the NYSE, and has 
stated that under such circumstances orders received 


after 1 p.m. PST would be priced with the next 
day's orders. 


Applicant states that the TSE is open Monday through 
Saturday, except the third Saturday of each month 
and that the TSE is closed for certain Japanese holi- 
days, including a period of two to five business days 
at year-end, an observance relating to the Japanese 
celebration of the New Year. Applicant states that 
during the year-end close of the TSE it will, within 
the framework of its normal Monday-Friday business 
week, establish a net asset value for its shares and 
that for the purpose of computing net asset value 
during such period, portfolio securities for which cur- 
rent market quotations are not readily available shall 
be valued at fair value as determined in good faith 
by Applicant's board of directors. Moreover, for pur- 
poses of pricing shares for sales, redemptions, and 
repurchases, Applicant has undertaken to segregate 
mail received by it on any day when it is closed for 
business (e.g., Saturdays and any holidays on which 
Applicant is closed but U.S. mail is delivered) so that 
any orders received may be effected as of the close of 
trading on the TSE which next occurs. 


Section 22(e) (3) 


Section 22(e)(1) of the Act provides, generally, that a 
registered investment company may not suspend the 
right of redemption or postpone the date of payment 
or satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days except for any period during which the 
NYSE is closed other than customary week-end and 
holiday closing, or during which trading on the NYSE 
is restricted. Applicant asserts that this provision is 
designed to permit an investment company to suspend 
redemptions when the liquidity of its portfolio securi- 
ties is so impaired that to allow redemptions would 
be to the detriment of shareholders. 


Section 22(e)(3) of the Act provides, generally, that 
redemptions may also be suspended by a registered 
investment company for such other periods as the 
Commission may by order permit for the protection 
of security holders of the company. As noted above, 
Applicant expects that its investments will be made 
primarily in the Japanese securities markets. To 
effectuate what Applicant believes to be the rationale 
of Section 22(e) to its operations, Applicant has 
requested an order of the Commission pursuant to 
Section 22(e)(3) of the Act permitting it to suspend 
redemptions and postpone the date of payment or 
satisfaction upon redemption for more than seven 
days for any period during which the TSE is closed 
other than customary week-end or holiday closings or 
during which trading on the TSE is restricted. Appli- 
cant believes that such order would be of value 
primarily for the purpose of prudent contingency 
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planning, and states that it does not expect that 
closings of or restrictions upon the TSE will occur in 
other than extraordinary circumstances. 


Applicant has undertaken that if at any time subse- 
quent to three months after its initial offering less 
than 50 percent of the value of its portfolio securities 
consists of securities of Japanese issuers purchased 
in Japan, it would not utilize the order it has re- 
quested pursuant to Section 22(e)(3) of the Act, and 
that it would promptly inform the Commission of this 
fact and thereafter comply with the provisions of Sec- 
tion 22(e) as then in effect. Applicant has also stated 
that so long as such order pursuant to Section 
22(e)(3) remains operative, it waives the applicability 
to it of Section 22(e)(1) of the Act. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security or transaction, or any 
class or classes of persons, securities or transactions, 
from any provision or provisions of the act or any 
rule or regulation thereunder if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Applicant submits 
that the requested exemption from the provisions of 
Rule 22c-1 is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes of the Act. 


Section 22(e)(3) of the Act provides that the Com- 
mission may by order permit, for the protection of 
security holders, a registered investment company to 
suspend the right of redemption or postpone the date 
of payment or satisfaction upon redemption of any 
redeemable security for periods other than those pre- 
scribed in Sections 22(e)(1) and 22(e)(2). Applicant 
submits that the order it has requested pursuant to 
Section 22(e)(3) is for the protection of its shareholders. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 11, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be noti- 
fied if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washing- 
ton. D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address set forth above. Proof of such service (by 
affidavit or, in the case of an attorney at law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
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following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 577/March 17, 1977 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Investment Ad- 
visers Act of 1940 involving Larry A. Anderson of 
Carlisle, lowa. 


The proceedings are based upon allegations of the 
Commission's staff that Anderson, formerly a director 
of a registered investment adviser, defrauded pur- 
chasers of common stock of that investment adviser 
by making false statements about, among other 
things, the investment adviser’s financial condition in 
violation of the anti-fraud provisions of the Securities 
Act of 1933 and the Securities Exchange Act of 1934. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondent an opportunity to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true and, if so, whether any action of a 
remedial nature should be ordered by the Commission. 








LITIGATION 





Litigation Release No. 7818/March 11, 1977 


SEC v. AMERICAN PETROLEUM, INC., et al. 
(U.S. D.C. N.D. Ga. C76-25R) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on March 3, 1977, U. S. District 





Judge Albert J. Henderson, Jr. entered an Order of 
Permanent Injunction against Edward S. Thomas, of 
Crossville, Tennessee. The Order enjoins Thomas from 
further violations of the registration and anti-fraud 
provisions of the federal securities laws. The de- 
fendant, who had been the subject of a ‘preliminary 
injunction after a hearing on the matter, consented 
to the entry of the Order of permanent injunction 
without further findings of fact or conclusions of law. 


The Complaint alleged, inter alia that Thomas with 
others violated the registration and anti-fraud provi- 
sions of the federal securities laws in connection with 
the offer and sale of fractional undivided interests in 
oil and gas wells. For further information see Litigation 
Releases Nos. 7310 and 7485. 





Litigation Release No. 7819/March 11, 1977 


SEC v. ICN PHARMACEUTICALS, INC. 
(C.D. CA, CV77-0768-LTL) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Com- 
mission, announced that the Commission filed a com- 
plaint on March 1, 1977 in the United States District 
Court in Los Angeles against ICN Pharmaceuticals, 
Inc. of Irvine, California and Milan Panic of Los 
Angeles, California, alleging violations of Sections 
10(b) and 13(a) of the Securities Exchange Act of 1934 
and Rules 10b-5 and 13a-13 thereunder. On March 1, 
1977, the Honorable Lawrence T. Lydick, United 
States District Judge in Los Angeles, entered a 
permanent injunction against future violations of the 
Federal securities laws as alleged in the complaint. 
Both defendants consented to the entry of the per- 
manent injunction without edmitting or denying the 
allegations of the complaint. 





Litigation Release No. 7820/March 11, 1977 


S.E.C. v. American Investors Management, Inc., et al. 
(N.D. CA., C-77-0285 AJZ) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office,.and Leonard H. Rossen, Associate 
Regional Administrator of the San Francisco Branch 
Office, announced that on February 28, 1977, the 
Honorable Alfonso J. Zirpoli, United States District 
Judge for the Northern District of California, entered a 
Judgment of Preliminary Injunction against Harry M. 


Weenig (‘‘Weenig’’) of Salt Lake City, Utah. Weenig 
consented to the entry of the Preliminary Injunction, 
which proscribes violations of the anti-fraud provisions 
of the federal securities laws, without admitting or 
denying the allegations in the Commission’s Com- 
plaint. 


The Complaint, which was filed on February 7, 1977, 
alleged that Weenig, who is the president, chief 
executive officer and a controlling official of American 
Investors Management, Inc. (‘‘American Investors’’) 
made false and misleading statements and omitted to 
state material facts in connection with the offer and 
sale of limited partnership interests in real estate 
projects formed by American Investors and its affiliate, 
American Hawaiian Land Fund, Inc. The Complaint 
also alleged that Weenig made false and misleading 
statements and omitted to state material facts in 
connection with the offer and sale of corporate 
debentures of American Investors. 


For more information see Litigation Release No. 7783. 





Litigation Release No. 7821/March 16, 1977 


SEC v. MAX WILSON, INC., et al. 
(USDC New Mexico, Civil Action No. 77-133-M) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission, announced the filing of a civil complaint on 
March 9, 1977 in the United States District Court for 
the District of New Mexico against Max Wilson, Inc., 
Max M. Wilson and Robert M. Wilson, all of New 
Mexico, alleging violations of the registration and 
anti-fraud provisions of the Federal securities laws in 
connection with the offer and sale of investment 
contracts in connection with oil and gas leases issued 
by the U.S. Bureau of Land Management through the 
Simultaneous Oil and Gas Lease Filing System (43 
CFR 3112). The complaint seeks a preliminary and per- 
manent injunction against the defendants prohibiting 
them from violating the registration and anti-fraud 
provisions of the Federal securities laws. 





Litigation Release No. 7822/March 16, 1977 


U.S. v. WILLIAM H. BROWN, et al. 
(W.D. Pa., Criminal Action No. 76-281) 


Blair A. Griffith, United States Attorney for the West- 
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ern District of Pennsylvania, and Paul F. Leonard, 
Administrator of the Washington Regional Office of 
the Securities and Exchange Commission, and Thomas 
H. Monahan, Assistant Regional Administrator of the 
Philadelphia Branch Office of the Securities and Ex- 
change Commission, announced that on March 1, 
1977, Robert E. Lindsay, Jr., (‘‘Lindsay’’) pled guilty 
to one count of conspiracy to violate the securities 
fraud and mail fraud statutes and one count of 
securities fraud. These counts were part of a twenty- 
one count indictment charging Lindsay with con- 
spiracy, mail fraud and securities fraud. 


The indictment returned by a Grand Jury sitting in 
Pittsburgh, Pennsylvania on November 19, 1976, al- 
leged that Lindsay, William H. Brown (“Brown”) and 
Dale R. McDonald (‘‘McDonald’’) violated the securi- 
ties fraud and mail fraud statutes in connection with 
the offer and sale of over $1.7 million of investment 
contracts of Investor Securities Leasing Corporation 
(‘Leasing’). The indictment alleged that Lindsay, 
Brown and McDonald had induced sales of such 
investment contracts by the use of false and mis- 
leading statements relating to principally to the financ- 
ial condition of the company and the manner in which 
investors’ money was used by the company. The 
indictment further alleged that as a salesman for 
Leasing, Lindsay sold over $800,000 worth of invest- 
ment contracts and received over $45,000 in com- 
missions. 


Judge Herbert Sorg, who accepted Lindsay’s plea, 
has postponed sentencing until after the trial of Brown 
and McDonald. 





Litigation Release No. 7823/March 16, 1977 


SEC v. SOUTHWESTERN RESEARCH CORPORATION 
(D.D.C. Civil Action No. 75-0401) 


The Securities and Exchange Commission (‘‘Commis- 
sion’’) announced that on February 28, 1977 the 
Honorable Aubrey Robinson, U.S. District Judge for 
the District of Columbia, entered an Order finding 
Southwestern Research Corporation (‘’Southwest- 
ern’’) and its President, F.M. McCown, (“McCown”) 
in civil contempt of court for failure to file and cause 
to be filed reports as required by the Court's Final 
Consent Judgment of Permanent Injunction and Order 
of June 12, 1975, (the ‘’Final Judgment’). This earlier 
Final Judgment ordered the timely filing in proper 
form of Southwestern’s periodic and current reports 
required by Section 13(a) of the Securities Exchange 
Act of 1934 ("Exchange Act’’). 
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Judge Robinson's Contempt Order required South- 
western and McCown to file with the Commission on 
or before March 7, 1977 an amendment, including 
audited financial statements on Form 8 to South- 
western’s annual report on Form 10-K for its fiscal 
year ended May 31, 1976, quarterly reports on Form 
10-Q for its fiscal quarters ended August 31, 1976 
and November 30, 1976; and any current reports on 
Form 8-K or amendments to previously filed periodic 
or current reports required to be filed on or before 
March 7, 1977. 


Judge Robinson further ordered that, should South- 
western or McCown fail to file such non-filed reports 
and amendments by March 7, 1977, or thereafter, 
should the Court find Southwestern or McCown has 
failed to file and cause to be filed reports in proper 
form in compliance with the Final Judgment, McCown 
shall be fined $1,000 for each report for each day and 
Southwestern shall be fined $100 for each report for 
each day they should fail to file and caused to be 
filed reports in proper form in compliance with the 
Court's Final Judgment. 





Litigation Release No. 7824/March 16, 1977 


SEC v. ASTRO PRODUCTS OF KANSAS, INC., et al. 
(USDC/KANS. CA. No. 76-359-C6) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that Federal District 
Judge Frank G. Theis, at Wichita, Kansas entered an 
order of permanent injunction by consent on February 
22, 1977, against Bruce Bressman, Malibu, California. 


Bressman consented, without admitting or denying 
the Commission’s allegations, to an injunction enjoin- 
ing him from future violations of the anti-fraud provi- 
sions of the federal securities laws in connection with 
the offer and sale of industrial development revenue 
bonds issued by Astro Products of Kansas, Inc., 
Haysville, Kansas. 





Litigation Release No. 7825/March 16, 1977 


SEC v. ROBERT C. DRUCKER, et al. 
(76 Civil 2643, S.D.N.Y.)' 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 





Commission, announced that on February 7, 1977, 
the Honorable Morris E. Lasker, United States Dis- 
trict Court Judge for the Southern District of New 
York, signed an order permanently enjoining Edward R. 
Wertheimer (’’Wertheimer’’), an employee and former 
vice-president of Beneficial Labs, Inc. (‘Beneficial’), 
from violating the anti-fraud and registration provi- 
sions of the federa! securities laws in connection with 
transactions in Beneficial securities. 


The Commission’s complaint, filed June 16, 1976, 
alleged that Wertheimer and others affiliated with 
Beneficial had participated in a scheme to sell un- 
registered Beneficial common stock in purported com- 
pliance with Rule 144. On November 26, 1976, the 
Court issued an order of preliminary injunction en- 
joining Wertheimer, Beneficial and the three other 
defendanis in this action, from, directly or indirectly, 
violating the anti-fraud and registration provisions of 
the federal securities laws. (See Litigation Release 
No. 7461 and 7720). 


Wertheimer consented to the entry of the judgment 
of permanent injunction without admitting or denying 
the allegations contained in the Commission's com- 
plaint. 





Litigation Release No. 7826/March 16, 1977 


SEC v: FIRST 
CORPORATION, et al. 
(W.D. of Pa., Civil Action No. 77-102) 


PITTSBURGH — SECURITIES 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced, that on February 10, 
1977, after hearing, the Honorable Maurice B. Cohill, 
Jr., United States District Judge for the Western 


District of Pennsylvania, entered orders: (1) pre- 
liminarily enjoining defendant First Pittsburgh Securi- 
ties Corporation of North Versailles, Pennsylvania, a 
registered broker-dealer, from violations of the regi- 
stration provisions of the Securities Act of 1933 as to 
securities of defendant Fidelity Loan and Investment 
Corporation or limited partnership interests in 
Meadowlands Inn Limited Partnership, (2) extending 
the temporary freeze of assets of defendant Edward 
Boyer of Ft. Lauderdale, Florida, (3) accepting the 
petition for reorganization under Chapter X of the 
Bankruptcy Act for debtor defendants GEBCO In- 
vestment Corporation, Creative Development Corpora- 
tion, Plaza Development Corporation, and Fidelity 
Loan and Investment Corporation, all of North Ver- 
ailles, Pennsylvania, and (4) dissolving the temporary 
restraining order issued against defendants First Pitts- 


burgh Securities Corporation, GEBCO Investment 
Corporation, Creative Development Corporation, Plaza 
Development Corporation, Fidelity Loan and Invest- 
ment Corporation, Edward Boyer, Dolores Tubbs of 
North Huntington, Pennsylvania, Donald Kohl of 
Monroeville, Pennsylvania, and Salvatore F. Ges- 
waldo, Carl Benson, and Bernard Golling, all of 
Pittsburgh, Pennsylvania, which restrained said de- 
fendants from violations of the registration and anti- 
fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 in connection with 
the offer and sale of securities of Fidelity Loan and 
Investment Corporation or limited partnership interests 
in Meadowlands Inn Limited Partnership, pending a 
trial on the merits on the Commission’s Complaint for 
a Permanent Injunction and Certain Ancillary Relief as 
to all defendants. On February 24, 1977, the Court set 
this matter down for trial on June 8, 1977, and 
extended the temporary freeze of defendant Boyer’s 
personal assets to April 1, 1977. 





Litigation Release No. 7827/March 16, 1977 


SEC V. AMERICAN REALTY TRUST 
AND THOMAS J. BROYHILL 
(E.D. of Va., Alex. Div., Civil Action No. 76-104A) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that February 24, 1977, 
the Honorable Richard B. Kellan, United States 
District Judge for the Eastern District of Virginia 
entered an order dismissing the Commission’s com- 
plaint against defendants for alleged violations of the 
anti-fraud and reporting provisions of the federal 
securities laws. The Commission had sought a per- 
manent injunction and ancillary relief against the 
defendants. 





Litigation Release No. 7828/March 16, 1977 


SECURITIES AND EXCHANGE COMMISSION v. 
VANGUARD SECURITY FUNDING CORPORATION 
(United States District Court for the District of 
Columbia (Civil Action No. 77-0455) 


The Commission today announced the filing of a 


Complaint in the United States District Court for the 
District of Columbia seeking injunctive relief against 
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Vanguard Security Funding Corporation (’’Vanguard’’) 
of Montgomery, Alabama. Simultaneously, the Court 
entered a Judgment of Permanent Injunction enjoining 
Vanguard from violating the anti-fraud and reporting 
provisions of the Federal securities laws based upon 
its consent in which it neither admitted or denied the 
allegations of the Commission’s Complaint. Vanguard, 
through a subsidiary, is engaged in underwriting group 
life and health insurance and group disability insurance. 


The Complaint alleged that in 1974, in order to report 
an improved statutory surplus, Vanguard's subsidiary 
entered into sham transactions in which it acquired 
real estate in exchange for surplus debentures. The 
obligation to pay the surplus debentures was contin- 
gent upon achievement of pre-determined levels of 
statutory surplus. The Complaint alleged that, by 
reason of accounting treatment given to the sham 
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transactions, Real Estate and Subordinated Debt were 
substantially overstated and Net Loss and Retained 
Earnings Deficit were substantially understated in 
financial statements of Vanguard's subsidiary, in- 
cluded in the Annual Report on Form 10-K and that 
footnote assertions therein that the transactions 
removed an impairment of capital were false. The 
Complaint also alleged that Vanguard failed to dis- 
close that the fair market value and cost of the real 
estate was substantially less than reported; the 
existence of an agreement providing for reversion of 
title to certain of the real estate should the subsidiary 
be placed in receivership; and that Vanguard filed 
false and misleading statutory surplus reports with the 
Alabama Department of Insurance, including false and 
misleading appraisals of certain of the real estate. 
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